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FOREWORD 


Tlie  iiitrodiictioii  of  the  Standard  Cost  Finding  System  for  Printers,  in  1909, 
created  an  ever  increasing  demand  for  an  Accounting  System  wliicli,  by  interlocking 
witli  the  Cost  Finding  System,  would  enable  printers  to  record,  classify,  and  analyze 
all  tlie  financial  details  incident  to  their  business. 

This  need  grew  as  printers  acquired  a more  compreliensive  knowledge  of  costs,  for 
wliile  sonie  printing  firms  had  good  accounting  Systems  tliat  met  their  individual 
requirements  more  or  less  successfully,  nevertheless  there  was  iio  Standard  method 
which  could  be  adapted  to  the  requirements  of  printers  generally. 

Recognizing  this  necessity,  the  United  Typothetae  of  America  in  1917,  through  its 
National  ofiicers,  commissioned  its  Committee  on  Education  to  prepare  an  Accounting 
System  that  would  meet  the  requirements  of  the  printing  industry  and  at  the  same  time 
interlock  with  the  Standard  Cost  Finding  System. 

In  the  performance  of  its  task  it  was  necessary  that  the  Committee  first  make  a 
careful  survey  of  conditions  and,  through  extended  inquiry,  ascertain  what  Statistical 
records  the  industry  desired  in  addition  to  obtaining  the  usual  financial  Information. 
As  a result  of  this  inquiry  the  Committee  was  euabled  to  compile  a System,  known  as 
the  Standard  Accounting  System  for  Printers,  and  which  was  endorsed  by  the  National 
officers  of  the  United  Typothetae  of  America,  and  also  was  adopted  at  the  1918  Annual 
Convention  as  the  offlcial  United  Typothetae  of  America  Accounting  System. 

The  success  of  this  System,  which  was  designed  primarily  for  larger  plants,  created  a 
demand  for  a System  sufficiently  flexible  to  meet  the  needs  of  small  and  medium  size  as 
well  as  large  idants.  Early  in  1919  the  Committee  undertook  to  compile  such  a Sys- 
tem, and  presents  herewith  the  result  of  its  efforts. 

This  new  System,  while  retaining  all  the  principles  of  the  former  System,  has  that 
degree  of  flexibility  which  makes  it  easily  adaptable  to  any  size  printing  plant,  whether 
operating  one  or  many  departments.  This  has  been  adopted  (1920)  as  the  official  Ac- 
counting System  of  the  United  Typothetae  of  America  and  supersedes  the  former  Sys- 
tem. 

In  the  Compilation  of  the  Standard  Accounting  System  a nuinber  of  eminent  au- 
thorities  were  consulted.  The  Committee  also  had  the  benefit  of  the  advice  of  a num- 
ber  of  practical  men  in  the  industry  and  these  gave  valuable  assistauce. 

Taking  the  broad  view  that  the  object  of  accounting  is  to  ascertain,  compile,  and 
present  in  a compreliensive  manner  for  administrative  purposes,  all  the  facts  concern- 
ing  the  financial  operations  and  conditions  of  a business,  the  Committee  endeavored  to 
compile  a System  that  would  present  this  information.  To  do  so  it  was  necessary  to  pro- 
vide  not  only  a set  of  primary  books  that  would  be  in  accordance  with  the  recognized 
principles  and  practice  of  Standard  accounting,  but  also  to  provide  a number  of  accessory 
books  or  records  whereby  the  printer  may  obtain  important  departmental  statistics. 
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As  will  be  seen  by  tlie  rulecl  forms  coinprising  tliis  System,  the  primary  books  ai-e 
of  white  paper  and  the  accessory  records  of  buff  colored  paper,  this  distinction  of  color 
readily  identifyiug  the  two  elasses  of  books. 

Chief  amoiig  the  Statistical  information  which  the  accessory  records  provide  is  that 
of  departinental  haJamcs,  which  enables  the  priuter,  as  explained  in  this  Treatise,  not 
only  to  ascertain  the  cost  of  production  in  the  varions  departments,  but,  in  additiou,  to 
obtain  the  gain  or  loss  each  month  for  each  of  these  departments.  The  Committee  be- 
lieves  that  this  feature  will  prove  to  be  of  very  great  advantage  in  the  administration  of 
a printing  busiuess. 

The  various  pages  or  forms  as  shown  in  the  Demonstration  Book  accompanying 
tliis  Treatise  have  been  given  identifyiug  letters  or  Symbols,  following  the  practice  of 
the  Standard  Cost  Findiiig  System.  It  will  be  noted  that,  while  the  Committee  on 
Education  has  also  revised  tlie  Standard  Cost  Finding  System  along  Avith  the  Account 
ing  System,  no  change  has  been  made  in  the  Avell-knowu  identifyiug  symbols  of  the  two 
cost  forms  Avhich  iuterlock  the  Bookkeeping  and  Cost  Finding  Systems. 

In  Connection  with  the  comi)ilation  of  the  Accountiug  System  it  was  necessary  to 
coniiüle  a Treatise  that  would  explain  its  Operation.  Accordiugiy  a Demonstration 
Book,  sliowing  all  tlie  forms,  was  jirepared,  entries  were  made  thereiii,  and  transac- 
tions  recorded  in  order  to  illustrate  all  the  bookkeeping  details.  Several  appendices 
were  also  added,  including  a ülossary,  a series  of  actual  forms  shoAving  the  adaptation 
of  the  model  form  to  plants  of  various  sizes,  and  the  revised  treatise  of  the  Standard 
Cost  Finding  System. 

It  is  necessary  that  this  Treatise  he  consulted  when  the  Standard  Accounting  Sys- 
tem is  exaniined.  The  Treatise  has  been  carefully  prepared  and  it  is  believed  that  it 
Avill  niake  every  jioiiit  clear.  An  Index  has  also  been  jirepared,  and  made  a part  of  the 
Treatise,  for  (pdck  and  easy  reference.  A kiioAvledge  of  bookkeeping  is  desirable  for  the 
b(‘st  understanding  of  the  System,  for  it  has  been  assumed  in  the  preparatiou  of  this 
Treatise  that  the  reader  is  someAvhat  familiär  Avith  ordiuary  bookkeeping  practice. 

The  Standard  Accounting  System  is  relatively  simple  in  Operation  and  should  be 
readily  understood  by  the  average  bookkeeper  Avho  also  understands  the  principles  and 
Operation  of  the  Standard  Cost  Finding  System. 

The  Committee  takes  pleasure  in  acknoAvledging  its  indebtedness  to  William  Morse 
Cole,  M.x\.,  Professor  of  Accounting,  Harvard  University;  J.  Hugh  Jackson,  C.P.A., 
Assistant  Professor  of  Accounting,  Harvard  University;  Mr.  Frank  W.  Fillmore,  Chief 
Accountant,  United  Typothetae  of  America,  and  Mr.  Edgar  E.  Nelson,  Secretary,  Boston 
Tj'iiothetae  Board  of  Trade,  for  assistance  in  the  preparatiou  of  the  System. 
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TREATISE  ON  THE 


STANDARD  ACCOUNTING  SYSTEM  FOR  PRINTERS 
INTERLOCKING  WITH  THE 
STANDARD  COST  FINDING  SYSTEM 


PART  I— GENERAL  PRINCIPLES 

INTRODUCTORY 

Coiitrary  to  common  belief,  accounting  is  a very  old  Science.  In  almost  all  of  tlie 
civilizations  tliat  liave  existed  for  more  tlian  six  thousand  years  tliere  may  be  found 
remains  of  complete  records  of  bnsinesses  and  of  business  and  financial  transactions, 
and  for  more  tlian  four  centiiries  tlie  business  world  bas  used  wliat  is  commonly 
termed  “Double  Eutry”  bookkeeping.  Yet  it  is  witliin  tlie  lifetime  of  tlie  ordinary 
business  man  of  today  tliat  accounting  lias  come  to  play  so  important  a part  in  tlie 
business  success  of  tlie  nation,  and  tlie  last  few  years  liave  seen  its  greatest  and  most 
marvelous  development. 

Today  tlie  man  wlio  lias  no  adequate  records  from  wliich  to  determine  bis  costs, 
or  to  record  properly  tlie  liappenings  of  bis  business  is  like  one  blindfolded  wlio  be- 
lieves  lie  is  treading  safely  a smootli  and  pleasant  liiglnvay,  wlien  in  fact  lie  is  in  tlie  act 
of  stepping  over  the  brink  of  a precipice.  Witliout  adequate  accounting  niany  a man, 
unknowingly,  continues  to  give  all  bis  would-be  profits  to  bis  customers;  lie  cliases  liini- 
self  around  a circle,  so  to  speak,  works  liard  witliout  getting  anywliere,  and  never 
acliieves  tliat  prosperity  wliich  bas  been  bis  life’s  goal.  It  is  perbaps  true  tliat  in  no 
line  of  business  activity  are  the  tecbnical  processes  understood  more  tborougbly  tlian 
in  tlie  printing  industry;  yet  it  is  a fact  tliat  tlie  printing  business,  altbougb  ranking 
fiftb  in  value  among  tlie  manufacturing  industries  of  tlie  country,  is  just  realizing  its 
desire  for  an  adequate  standardized  System  of  accounting. 

The  Standard  Accounting  System  for  Printers  bas  been  designed  to  give  to  tlie 
Printers  of  America  a uniform  metbod  of  keeping  tbeir  accounts.  It  is  simple  and 
complete  in  itself ; it  is  sufliciently  elastic  to  nieet  tlie  needs  of  aii}'  printing  business 
wbether  large,  medium,  or  small,  and  it  interlocks  tlie  financial  (or  general)  books  of 
account  witb  tlie  Standard  Cost  Finding  System  wliich  bas  been  in  successful  Opera- 
tion for  many  years. 

Note. — It  is  imporUnt  that  the  reader  refer  to  the  -various  pages  of  the  Standard  Accounting  System  Demonstra- 
tion Book,  as  indicated  throughout  this  Treatise,  in  Order  to  obtain  a clear  understanding  of  the  Accounting  System. 
Unless  this  Treatise  is  mentioned  specifically,  all  page  references  refer  to  the  Demonstration  Book. 
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WHAT  IS  ACCOUNTING? 

Accounting  is  tlie  Science  by  wliich  business  or  financial  transactions  are  properly 
classified,  i'ecovded,  analyzed,  and  interpreted  for  the  pnrposes  of  management.  Book- 
keeping  consists  in  systematically  recording  business  transactions  as  tliey  take  place. 

To  ditferentiate  between  accounting  and  bookkeeping  is  not  always  easy.  It  is 
ol)yious  tbat  accounting  is  tlie  broader  term ; it  is  tlie  real  Science  and  gives  “the 
wby,”  wbile  bookkeeping,  may  we  say,  is  an  art  and  explains  “the  how.” 

Accounting  is  a Science  as  mathematics  is  a Science.  Bookkeeping  is  an  elemen- 
tary  ])art  of  accounting  as  aritlinietic  is  an  elementary  part  of  the  Science  of  mathe- 
matics. As  it  is  impossible  for  anyone  to  understand  or  to  appreciate  the  higher 
phases  of  mathematics  without  an  adequate  knowledge  of  arithmetic  and  elementary 
algebra,  so  it  is  imi)ossible  to  understand  adequately  the  Science  of  accounting  without 
a thorough  knowledge  of  the  principles  of  bookkeeping. 

An  Englisli  accountant,  Mr.  F.  W.  Pixley,  lias  divided  accounting  into  three  parts, 
Veil  illustrating  the  difference  between  the  Science  of  accounting  and  the  art  of  book- 
keei)iug.  Ilis  division  is: 

(rt)  Constructive  Accounting 

(b)  Recording  Accounting 

(c)  Analytical  and  Interpretive  Accounting 

Constructive  Accounting,  as  the  term  is  used,  includes  an  analysis  of  the  problems 
and  needs  of  a business,  the  building  up  of  a general  Classification  of  accounts,  the 
construction  and  preparation  of  proper  forms  and  records,  and  the  giving  of  direc- 
tions  as  to  the  use  of  the  System  produced.  This  requires  originality,  perception, 
power  of  analysis,  and  visualization,  and  is  considered  the  most  difficult  and  highly 
specialized  brauch  of  accounting.  It  is  this  part  of  the  work  which  has  been  done  iW 
the  United  Typothetae  of  America  in  the  Standard  Accounting  System,  and  whicÄ 
this  Treatise  is  to  explain. 

The  Recording  part  of  accounting  is  commonly  called  Bookkeeping  and  consists 
in  recording  systematically  and  in  chrouological  order  the  transactions  of  the  busi- 
ness. This  is  the  part  wliich  the  bookkeeper  does  after  the  records  and  books  of  ac- 
count  have  been  jireiiared  for  bim.  In  other  words,  after  the  Standard  Accounting 
System  has  been  properly  installed  in  your  plant  by  a Typothetae  accountant,  your 
bookkeejier  will  keep  the  books  and  records,  and  will  be,  in  Mr.  Pixley’s  language,  a 
recording  accountant. 

The  Analytical  and  Interpretive  part  of  accounting  is  known  usually  as  Auditing. 
It  includes  not  only  the  inspection  and  examination  of  the  work  done  by  the  book- 
keeper in  the  books  of  account  prepared  for  bim,  but  also  the  preparation  of  schedules 
and  exhibits,  recommendations  concerning  accounting  and  business  methods,  and  an 
interpretation  of  all  findings  so  as  to  give  to  the  executives  of  the  business  the  in- 
formation  they  need  and  desire. 

PURPOSE  AND  BASIS  OF  ACCOUNTING 

The  purpose  of  accounting  is  to  ascertain,  compile,  and  present  in  a comprehen- 
sive  manner,  for  administrative  purposes,  all  facts  concerning  the  financial  operations 
and  conditions  of  a business.  Specifically,  these  purposes  are: 
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1.  To  detenniue  tlie  amount  of  tlie  original  investment.  If  a certaiu  amount  of 
cash,  equipment,  paper  stock,  etc.,  represeiited  tlie  original  Investment  in  yonr  biisi- 
ness,  tlie  books  of  account  would  not  be  complete  if  tliey  did  not  sliow  Avliat  tliis 
original  investment  was  composed  of  and  wliat  was  its  cost  value. 

2.  To  Show  tlie  prosperity  of  tlie  business.  To  state  this  another  way,  tlie  books 
and  records  iiinst  show  vliether,  over  a specific  period,  the  business  is  losing  nioiiey  or 
is  niaking  iiioney  for  the  investors. 

3.  To  know  the  net  worth  of  the  business  as  at  any  given  date.  All  assets  owned 

by  the  business  and  all  liabilities  of  the  business  must  be  shown  by  the  books.  The 

excess  of  assets  over  liabilities,  which  caii  then  be  quickly  and  easily  ascertained,  must 
eqiial  the  proprietor’s  interest  in  the  business.  This  net  investment  of  the  proprietor, 
or  the  proprietorsliip,  will  be  recorded  on  the  books  also,  being  fonnd  in  the  proprietor’s, 
the  Partners’,  or  the  corporate  Capital  stock  and  suriilus  accounts.  The  business  may 
consist  of  any  form  of  business  Organization,  but  always  the  books  must  show  the 
present  investment,  Avhich  will  be  equal  to  the  excess  of  the  assets  over  the  liabilities. 

Double  entry  bookkeeping  is  based  on  the  equation 
Goods  = Proprietorsliip, 

or,  in  other  words,  the  net  property  which  oue  possesses  equals  what  one  is  worth. 

To  use  a simple  Illustration,  if  a man  jiossesses  föOO.OO  in  cash,  which  rejireseuts 

all  the  property  he  owns,  and  if  he  has  no  liabilities  of  any  kind,  he  is  worth  |500.00, 

and  it  may  be  said  that 

Goods  foOO.OO  = Proprietorsliip  |500.00. 

Suppose,  now,  that  this  individual  goes  to  the  bank  and  borrows  an  additional  |.“>00.00. 
Ile  then  possesses  .fl, 000.00  of  property,  but  he  also  has  liabilities,  or  debts,  aniounting 
to  f.’iOO.OO.  The  equation  will  then  read 

Goods  11,000.00  = Liabilities  fSOO.OO  + Proprietorsliip  |500.00. 

It  will  be  noted  that  tliis  increase  in  property,  offset  by  an  equivalent  increase  in 
liabilities,  has  not  in  any  Avay  clianged  the  net  worth,  or  ))roprietorship.  The  individ- 
ual is  Avortli  just  as  niuch  as  he  was  Avortli  before  incurring  the  indebtedness  at  the 
bank,  or,  as  we  liaA^e  stated  it  above,  the  net  property  Avhich  one  possesses  equals  Avhat 
one  is  Avorth. 

To  show  iiiore  clearly  that  the  net  property  Avhich  one  possesses  equals  Avhat  one 
is  worth,  the  last  equation  may  be  stated 

Assets  .f 1,000. 00  — Liabilities  .f.lOO.OO  = Proprietorsliip  IbOO.OO. 

It  is  thus  seen  that  proptHetorship  is  the  excess  of  assets  over  Jiahilifies  and  rep- 
resents  the  net  equity  of  the  investors  in  the  business.  This  simjde  equation,  Avhich  is 
the  foundation  of  our  modern  System  of  accounting,  is  in  reality  the  Balance  Sheet  of 
today;  for  Avhat  eise  does  the  modern  balance  sheet  reveal  than  the  total  property  of 
the  Corporation  or  firm,  its  total  liabilities,  and  its  proprietorsliip?  A balance  sheet 
may  be  stated  in  either  of  the  tAvo  fornis  represented  by  the  last  tAvo  equations  given 
aboA’e.  In  other  Avords,  the  modern  balance  sheet  may  sIioav,  in  tAvo  ])arallel  sets  of 
figures,  the  total  assets  and  offset  against  these  the  total  liabilities  and  total  projirietor- 
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ship,  tlie  sum  of  the  assets  eqnaling  tlie  siim  of  tlie  liabilities  plus  the  proprietorsliip. 
This  form  of  balauce  slieet  represents  the  equatioii 

Assets  = Liabilities  + Proprietorsliip, 

and  is  the  form  used  by  the  United  States  Steel  Corporation,  the  great  railroad  com- 
I)anies,  and  many  other  great  flnancial  and  bnsiness  coneerns  in  tlieir  pnblished  reports. 

Or,  in  niore  simple ‘form,  tlie  balance  slieet  may  show  tlie  total  of  the  assets,  less 
the  sum  of  the  liabilities,  the  excess  of  assets  over  liabilities  eipialing  the  net  pro- 
prietorship.  This  form  represents  the  equation 

Assets  — Liabilities  = Proprietorsliip, 

and  is  used  by  Sears,  Roebuck  & Company  and  many  other  large  coneerns.  It  is  cer- 
tainly  the  more  simple  form,  and  for  this  reason  is  the  form  adopted  in  the  Standard 
Accounting  System.  As  illustrated  in  the  Demonstration  Book  (page  45),  the  bal- 
ance slieet  adopted  in  the  Standard  Accounting  System  may  be  expressed  in  the  brief 
equation 

Assets  |50,390.71  — Liabilities  |6,501.94  = Proprietorsliip  f43,888.77. 

In  practice  it  will  be  found  that  all  tliree  items  composing  the  equation,  namely,  the 
assets,  the  liabilities,  and  the  proprietorsliip,  will  be  niade  up  of  several,  or  many, 
items.  In  the  balance  slieet  shown,  the  ‘‘assets”  are  composed  of  fourteen  items,  the 
“liabilities”  of  five  items,  while  three  separate  items  are  included  in  the  “proprietor- 
ship.” 

Whichever  form  of  balance  slieet  is  used,  it  is  the  balance  slieet  and  accompanying 
inconie  Statement  toward  which  all  accounting  activities  are  directed.  While  the  bal- 
ance sheet  records  the  total  value  of  assets,  the  amount  of  liabilities,  and  the  pres- 
ent proprietorshi}),  it  is  the  income  Statement  which  explains  in  detail  the  chanr/cs 
that  have  taken  jilace  during  the  given  period  in  the  jiroprietorship  as  recorded  on 
the  balance  sheet.  Therefore,  whatever  books  of  account  may  be  kept,  whatever  records 
are  required  to  obtain  the  inforniation  necessary  to  determine  costs,  selling  prices, 
receipts  and  disbursenients  of  cash,  etc.,  it  must  be  remembered  that  any  System  of 
accounting  is  working  continually  toward  the  Balance  Sheet  and  the  Inconie  State- 
ment— to  know  the  present  amount  of  the  proprietorsliip,  and  to  ascertain  whether 
the  bnsiness  has  niade  or  lost  nioiiey  during  the  period  ])ast. 


TUE  SCOPE  OF  ACCOUNTING  ACTIVITIES 

The  scope  of  accounting  activities  is  as  broad  and  as  varied  as  bnsiness  endeavor. 
In  Order  to  know  what  infoi  niation  shall  be  ascertained  by  any  particular  System  of 
accounting  it  is  necessary  to  have  a knowledge  of  the  individual  bnsiness  and,  to  a 
certain  extent,  of  what  inforniation  the  proprietor  of  that  bnsiness  desires  to  have 
placed  before  hini.  In  general,  it  may  be  said  that  accounting  furnishes  the  infor- 
niation froiii  which  may  be  deterniined  the  profits  and  losses  of  the  bnsiness.  It  pro- 
vides  the  nieaiis  of  determining  the  cost  of  producing  the  goods  or  Commodities  that 
the  bnsiness  deals  in;  through  this  determination  of  cost  it  aids  in  correctly  fixing 
selling  prices;  it  determines  the  efliciency  of  different  departments,  or  of  the  bnsiness 
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as  a whüle,  foi-  a «»iveii  period ; and  it  eiiables  a compai-isoii  to  l)e  inade  of  the  efficiency 
of  these  departmeiits,  and  of  the  l)nsiness  as  a Avhole,  as  between  ditferent  periods 
Tlins,  for  instance,  the  produetive  eftieieney  of  the  Hand  Composition  Department  can 
be  conipared  for  separate  months;  sneh  comparisons  are  possible  also  for  each  depart 
ment  of  tlie  bnsiness,  as  Avell  as  for  the  biisiness  as  a whole.  It  is  in  these  ways  that  a 
System  of  accoimting  becomes  invalnable  as  an  aid  to  management,  and  it  is  this  kind 
of  information  that  every  System  of  accoimting  sliould  furnish. 

Accoimting  may  aid  also  in  the  determination  of  property  values  for  any  of  the 
various  piirposes  for  which  valiiations  may  be  desired ; namely,  for  purchase,  for  tax- 
ation,  etc.  It  also  attaches  responsibility  to  some  particnlar  person  for  cash,  for  goods, 
or  for  any  property  intrnsted  to  employees,  to  ciistomers,  or  to  the  proprietors  of  tlie 
bnsiness.  " One  of  the  greatest  values  of  all  accoimting  is  the  ability,  by  its  use,  to 
attach  definite  responsibility  to  particnlar  individuals. 


KIXDS  OF  KECOKDS  NECESSAKY 

The  records  in  which  bookkeeping  eutries  are  made  may  be  divided  iuto 

(a)  Books  of  Original  Entry 

(b)  Books  of  Final  Entry 

(c)  Accessory  Kecords 

By  a Book  of  Original  Entry  is  meant  a l)ook  in  which  the  bnsiness  transaction 
is  first  recorded.  AVhile  today  there  are  many  forms  of  Books  of  Original  Entry,  the 
book  which  has  been  longest  nsed  for  this  pnrpose  is  commonly  known  as  a Journal. 

Otlier  common  Books  of  Original  Entry,  which  are  really  only  special  forms  of 
the  Journal,  are 

Cash  Book 

Purchase  Book,  or  Register 
Sales  Book,  or  Register 
Voucher  Register 

These  books,  as  their  nanies  imply,  are  special  jonrnals  in  which  transactions  of 
particnlar  kinds  are  recorded.  Thns  all  cash  transactions,  both  of  receipts  and  dis 
bnrsenients,  are  recorded  in  the  Cash  Book.  As  will  be  explained  later  in  detail,  the 
pnrpose  of  entering  these  cash  items  in  a seiiarate  liook  of  original  entry  is  («)  to 
obtain  more  ready  information  concerning  Cash,  and  (b)  to  save  bookkeeping  labor. 
One  or  both  of  these  things  is  the  only  excnse  for  the  existence  of  any  special  book  of 
original  entry.  Likewise,  the  Purchase  Book,  or  Register,  would  be  nsed  to  record  all 
purcliases  of  merchandise,  and  sometinies  pnrchases  of  snp]dies  and  all  items  of  exiiense 
to  l)e  paid  as  ivell.  The  Sales  Book,  or  Register,  records  all  sales,  and  niakes  any  de- 
sired analysis  of  them.  The  Voucher  Register,  while  possessing  certain  accoimting 
teclmicalities  which  Avill  not  be  discnssed  here,  in  tlie  main  serves  the  same  pnrpose 
as  the  Purchase  Register;  only  in  very  imnsnal  cases,  if  ever,  Avoiild  both  books  be 
nsed,  thongh  the  Voucher  Register,  in  recording  every  single  item  for  which  the  bnsi 
ness  must  pay  (pnrchases  of  merchandise,  Avages,  supplies,  expenses,  etc.)  Avould  give 
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a broader  and  inore  varied  Service  tliau  the  Purchase  Book,  or  Register.  A number  of 
other  books  of  original  entry,  not  uecessary  for  the  pnrpose  of  this  discussiou,  may 
also  be  found  described  and  explained  in  any  Standard  text  on  accounting  theory. 

The  Standard  xVccoimtiug  System  recoinniends  the  use  of  two  Books  of  Original 
Entry : 

Cash-Journal  and  Purchase  Register  (Form  A) 

Sales  Register  ( Form  B ) 

The  Cash- Journal  and  Purchase  Register  combines  in  a labor-saving  book  Of  entry 
tlie  ordinary  Journal,  Casli  Book,  and  Pnrcliase  Book.  The  Sales  Register  not  ouly 
records  all  sales,  bnt  analyzes  the  cost  of  producing  these  sales.  The  use  of  both  of 
these  books  will  be  discussed  and  illustrateil  later  in  this  Treatise. 

By  a Book  of  Final  Entry  is  nieant  a Ledger,  or  the  book  to  which  the  trausactiou 
recorded  in  the  first  place  in  the  Book  of  Original  Entry  is  tinally  transferred.  To 
many  tlie  Ledger  is  simply  a convenient  niethod  of  i)igeonholing,  or  classifyiug  the 
transactions  wldch  have  beeil  first  recorded  in  sonie  Book  of  Original  Entry.  Thiis, 
in  the  Book  of  Original  Entry  tliere  may  be  in  a certain  mouth  several  hiiudred  or  more 
casli  transactions ; tliese  transactions  may  be  scattered  over  a great  number  of  pages 
and  will,  iindoubfedly,  be  intermingled  with  many  other  transactions  of  various  kinds. 
It  is  olivious,  from  tlie  above  illustration  alone,  that  if  no  other  record  were  kept  than 
tlie  Book  of  Original  Entry  it  wonld  be  worth  very  little  for  analytical  or  administra- 
tive puriioses.  But  wlien  all  items  of  cash,  botli  of  cash  received  and  cash  disbiirsed, 
are  gathered  together  chronologically  niider  oiie  heading  and  in  one  'place  in  tlie 
ledger,  they  then  beconie  of  value  to  the  proprietor  in  the  mauagemeut  of  his  busiuess. 

^^Jlat  is  ajiplicable  to  cash  is  applicable  to  transactions  of  any  other  kind  and 
illnstrafes  well  the  jiiirpose  served  by  the  Ledger.  Legally,  the  Ledger  is  the  least 
important  of  the  bookkeeiiing  records,  for  it  is  simply  a transcript  of  the  original  docu- 
nients  and  is  valuable  only  in  so  far  as  it  is  a correct  transcript  thereof;  but  from  the 
Standpoint  of  accounting,  in  the  compiling  of  the  iiiformatiou  necessary  to  deterniine 
the  Profits  and  losses  of  the  busiuess  during  a certain  period,  and  in  determining  the 
present  amount  of  the  assets  and  liabilities  and  proprietorship,  the  Ledger  is  the  niost 
important  book  in  any  accounting  System.  It  is  liere  that  all  Information  needed  is 
arranged  and  classified  for  immediate  use. 

The  Ledger  reconiniended  for  use  in  the  Standard  Accounting  System  may  be 
divided  as  follows : 

General  Ledger  (Form  C) 
hhictory  Ledger  ( Form  C-1 ) 

IMirchase  Ledger  ( Form  C-2 ) 

Sales  Ledger  ( Form  C-3 ) 

These  Ledgers  will  be  discussed  later  in  detail,  and,  by  nieans  of  a series  of  Irans- 
actious,  their  Connection  Avith  the  accounting  System  will  be  illustrated. 

By  an  Accessory  Record  acconntants  usually  niean  a book  or  busiuess  record  in 
which  neither  the  original  entry  nor  the  final  entry  are  inade  but  which  supports  or 
explaius  the  eutries  made  in  those  books. 
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Some  of  the  common  Accessory  Records,  wliicli  in  a large  sense  are  tlie  original 
documents  of  the  biisiness,  are  the 

Bank  pass  book 

Check  books,  and  cancelled  checks 

Notes  Receivable  and  Notes  Payable  books  (\\dieu  not  iised  as  Books  of 
Original  Entry,  and  the  imstings  made  directly  to  the  Ledgers  from 
them) 

Order  books  (as  above) 

Invoice  books  (as  above) 

Stock  records  > 

Invoices 

Carbon  copies  of  bills  of  goods  sold  ( nnless  a Sales  Book  is  not  nsed,  and 
all  postings  are  made  from  these  directly) 

Cost  Statements  and  summaries 

Schedules  of  flxed  and  variable  charges,  etc. 

All  of  these  records  are  essential  to  the  successfnl  Operation  of  the  business,  and  it  is 
from  them  that  the  bookkeeping  entries  are  made,  i)nt  these  things  do  not,  of  tliem- 
selves,  constitute  either  the  original  or  the  linal  entry  for  the  bnsiness  transaction. 

The  Accessory  Records  as  illiistrated  in  the  Standard  Accounting  System  consist  of 
Trial  Balance  (Form  D) 

Abstracts  of  Snbsidiary  Ledgers  (For.m  D-1) 

Financial  Statements  (Forms  E-1,  E-2  and  E-o) 

Order  Book  (Form  G) 

Summary  of  Sales  for  Year  (Form  H) 

Schednle  of  Fixed  Charges  ( Form  J ) 

Summary  of  Department  Costs  (Cost  Form  9-11) 

Individual  Job  Summary  (Cost  Form  2) 

It  is  recommended  that  the  Accessory  Records,  Forms  E,  II,  J,  and  Cost  Form 
9-H  be  kept  in  a loose-leaf  binder.  Form  G and  Cost  Form  2 should  ))e  kept  sepa- 
rately.  each  being  kept  in  a bound  or  loose-leaf  book  by  itself.  Cost  Form  9-H  and 
Cost  Form  2 are  a part  of  the  Standard  Cost  Finding  System  and  are  the  only  cost  forms 
considered  in  this  Treatise,  because  they  summarize  the  Information  which  is  necessary 
to  interlock  the  Standard  Accounting  System  with  the  Standard  Cost  Finding  System. 


PRINCIPLES  OP  BOOKKEEPING 

While  it  is  impossible  to  go  into  great  detail  regarding  the  more  simi)le  priiiciples 
of  bookkeeping,  a brief  discnssion  of  these  principles  will  iiow  be  given. 

In  Professor  Cole’s  “Accounts : Their  Construction  and  Interpretation,”*  it  is 
stated  that  there  are  only  three  principles  of  bookkeeping,  namely, 

(ö)  The  Principle  of  Double  Entry,  or  the  distinction  between  Debit  and  Credit. 


* William  Morse  Cole,  “Accounts  ; Their  Construction  and  Interpretation’’  : 1915,  lloughton-Miffliu  Company,  Boston 
and  New  York. 
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{h)  The  Prineii)le  of  the  Special  Book  and  of  the  Special  Columu  (the  labor  sav- 
iug  devices). 

(c)  Tlie  Piiiiciple  of  distiuguishing  betweeii  charges  to  Capital  and  charges  against 
Keveniie. 


THE  PRINCIPLE  OF  DOUBLE  ENTRY 

Every  l)nsines,s  transaction  bas  a definite  etfect  npon  the  condition  of  tlie  biisiness. 
One  transaction  inay  siniply  convert  one  asset  into  another  asset,  as  wlien  cash  is  con- 
verted  into  paper  stock  by  the  pnrcliase  of  paper  for  cash,  or  when  Accounts  Receiv- 
able  are  converted  into  casli  by  a cnstomer  paying  liis  account.  Another  transaction 
niay  niean  the  increasing  or  decreasing  of  soine  asset  Avitli  a corresponding  increase  or 
decrease  in  a lia))ility.  Tlds  happens  when  stock  is  purchased  on  credit,  thus  increas- 
ing the  asset  of  paper  stock  and  at  the  sanie  time  increasing  the  amount  owed  creditors 
on  acconnt.  The  same  tliing  is  true  if  cash  is  borrowed  at  the  bank  on  the  firni’s 
note;  for  tlie  asset  Cash  is  increased  by  the  amount  of  the  loan  but  there  is  a corre- 
sponding  increase  in  the  liability  on  Notes  Payable. 

Likewise  a decrease  niay  take  place  in  both  assets  and  liabilities,  as  wlien  a cred- 
itor  is  paid  in  cash,  thus  decreasing  the  amonnt  owed  creditors  on  account  and  at  the 
same  time  depleting  the  casli  account  by  the  amount  disbursed.  Other  transactions 
affect  the  proiirietorshiji,  increasing  or  decreasing  it,  and  at  the  same  time  increas- 
ing or  decreasing  the  net  excess  of  assets  over  liabilities.  These  latter  transactions 
are  too  nunierons  to  require  further  coninient. 

The  real  question  is,  how  are  these  transactions  atfecting  assets,  liabilities,  and 
{!ro])rietorship  to  be  recorded  in  the  books  of  account.  It  is  here  that  the  principle 
of  Debit  and  Credit  is  applicable. 

Debit  arises  from  the  Latin  word  ‘hiebet,”  meaning  “he  owes,”  while  Credit  is 
identical  with  the  Latin  Avord  meaning  “he  intrusts.” 

Debit  ineaiis  not  only  that  soniething  is  owed,  but  that  a particular  person,  jirop- 
erty,  or  force  is  responsible  for  some  definite  value.  For  instance,  suppose  that 
-fl, 000. 00  in  cash  is  received  into  the  business.  The  cash  drawer,  or  the  cashier,  is  re- 
sponsible to  the  bnsiness  and  ninst  account  for  the  value  intrusted  to  it;  or,  suppose  that 
Smith  & Company  buys  a f.jOO.OO  job  of  printing  on  account,  tlien  Smith  & Com- 
])any  are  responsible  to  the  firm  for  that  valne  and  they  must  be  debited  on  our  books 
for  the  value  of  the  printing  received  by  them.  Therefore,  in  the  fornier  case  Ave  Avould 
debit  the  Cash  account  for  |1,000.00,  and  in  the  latter  case  Ave  Avould  debit  Smith  & 
('oniiiany  for  ijtJöOO.OO.  But  as  every  transaction  has  two  sides  or  tAVO  parties  to  it,  a 
buyer  and  a seller,  a giver  and  a receiver,  it  is  obvious  that  Avhen  one  person,  or  prop- 
erty,  or  force  receives  value  or  assumes  responsibility,  another  person,  or  property,  or 
force  has  granted  that  value  or  discharged  a responsibility ; thus,  Avhen  the  above 
11,000.00  in  cash  Avas  received,  sonieone  must  have  given  that  cash  to  the  business  as 
a graut  of  value  (a  loan  perhaps),  or  as  a discharge  of  a responsibility  previously  in- 
cnrred  (a  purchase,  perhaps,  made  some  time  previously).  Therefore,-  it  is  not  suffi- 
cient  in  our  Books  of  Account  simply  to  debit  the  cash  for  fl, 000. 00,  but  Ave  must,  at 
the  same  time,  credit  the  person,  or  property,  that  enabled  us  to  receive  that  fl,000.00. 
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Suppose  tluit  tlie  |1,0Ü().0Ü  was  receivecl  froin  John  Doe  in  payment  of  a (lel)t 
])reviously  iucuri-ed.  M e must  tlien  make  an  entry  in  oui*  books  debiting  Cash,  |1,ÜÜ0.00, 
and  ci-editing  John  Doe,  |1, 000.00. 

In  the  second  transaetion,  Avhen  Smith  & Company  are  debited  for  $500.00  the 
Sales  accoimt  must  be  credited  for  the  $500.00,  for  value  has  been  grauted  to  the  busi- 
uess  through  sales. 

If  these  trausactions  were  recorded  in  a simple  Journal  they  would  appear  as 
follows : 


JOURNAL 


Date 

j Folio 

Explanation 

Debits 

Credits 

Dec.  1 

i 1 

Cash 

$1,000.00 

' 2 

To  John  Doe 

$1,000.00 

Dec.  ö 

i 3 

Smith  & Company 

500.00 

« 

1 4 

To  Sales 

500.00 

^Vllile  any  form  might  have  been  devised  for  the  purpose  of  recording  such  simple 
trausactions,  the  above  is  the  Standard  Journal  form.  The  Date  column  requires 
110  explanation.  The  narrow  column  headed  “folio”  is  the  page  column,  and  liere 
are  entered  the  pages  of  the  Ledger  to  which  the  various  debits  and  credits  are  trans- 
ferred. It  is  by  means  of  these  page  directions  that  quick  reference  can  be  made  from 
one  book  to  the  other.  The  next  column  contains  the  accounts  debited  and  credited, 
and  any  explanation  desired  may  be  written  just  below  the  entry.  As  the  debits  and 
credits  in  each  entry  must  be  equal,  it  is  common  practice  to  have  the  word  “to”  appear 
as  a sign  of  equality.  Practice  has  decreed  that  the  left  column  be  used  for  debit 
aniounts  and  the  right  column  be  used  for  credit  amounts.  If  the  columns  had  been 
used  the  other  way  from  the  beginning,  it  would  of  course  be  correct  to  have  the  money 
columns  interchanged,  and  the  credit  items  stated  first  in  the  entry.  But  only  tlie 
sclienie  illustrated  can  be  correct  now,  because  centuries  of  use  have  decreed  it  so.  Tlie 
first  entry  would  be  read  “Cash  to  John  Doe,  $1,000.00.”  That  can  have  only  one  niean- 
ing,  namely,  that  the  cash  accoimt  is  debited  for  $1,000.00  and  that  John  Doe  is  cred- 
ited for  $1,000.00.  This  well  illustrates  why  bookkeeping  is  defined  as  the  systematic 
rcconl  of  business  trausactions. 

Many  other  transactions  similar  to  those  given  above  might  be  recorded  in  tlie 
simple  Journal  shown.  Historically,  all  business  transactions  were  first  recorded  in  the 
two-column  Journal,  and  all  the  principles  of  debit  and  credit  may  be  illustrated  in 
this  simple  two-column  form.  At  the  end  of  the  month,  or  other  period  chosen,  the  tran- 
sactions thus  entered  in  the  Journal  would  be  transferred,  or  posted,  to  the  Ledger  ac- 
counts. This  act  of  posting  is  simply  the  transferring  of  items  from  the  Books  of  Orig- 
inal Entry  to  the  Books  of  Final  Entry. 

To  illustrate,  to  post  the  items  shown  above  in  the  elournal  to  the  Ledger  we  would 
open  accounts  in  the  Ledger  with  Cash,  with  John  Doe,  with  Smith  & Company,  and 
with  Sales.  The  item  of  Cash  shown  in  the  Journal  would  then  be  transferred,  or 
posted,  to  the  debit  of  the  Cash  account.  The  amount  will  be  placed  in  the  debit 
Amount  column,  the  date  in  the  Date  column,  the  page  of  the  Cash  Book  from  whiidi 
the  item  was  posted  would  be  eutered  in  the  narrow  Folio  column,  and  the  words  “John 


10 


Doe”  in  tlie  Explanation  colunin.  Turning  then  to  the  Journal  \ve  «hould  place  in  the 
jonrnal  Folio  colninn  the  page  of  the  Ledger  account  to  which  the  item  liad  been  posted. 
Similar  procednre  would  be  followed  for  each  item  appearing  in  the  IJook  of  Original 
Entry. 

Snpi)osing  that  the  page  of  the  Journal  shown  above  was  page  1,  while  the  four 
ledger  acconnts  appeared  on  pages  1,  2,  3,  and  4,  respectively,  of  the  Ledger,  the  Book 
of  Original  Entry  wonld  appear  as  above  and  the  Ledger  acconnts  would  be  as  follows, 
after  the  posting  had  been  completed: 


CASH  (1) 


Date 

Explanation 

F. 

Amount 

Date 

Explanation 

F. 

Amount 

Dec.  1 

John  Doe 

1 

$1,000.00 

JOHN  DOE 


(2) 


Dec.  1 Cash 


l .$1,000.00 


SMITH  & COMPANY 


(3) 


Dec.  5 


$500.00 


Sales 
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SALES 


(4) 


Dec.  5 


Smith  and  Company 


1 $500.00 


The  transactions  enteret!  above  in  the  rlounui],  and  posted  to  tlie  Ledger  aceonnts, 
illnsh-ate  in  a simple  way  the  prineiples  of  donble  entry  boükkee])ing.  All  bnsiness 
transactions  are  recorded  first  in  soine  book  of  original  entry  and  each  transaction,  ac- 
cording  to  the  rules  of  donble  entry,  must  have  etpial  amonnts  of  debit  and  credit.  It 
is  not  necessary,  however,  that  there  be  only  one  debit  and  one  credit  to  each  entry,  for 
there  may  be  several  iteins  entering  into  one  bnsiness  transaction.  To  illnstrate,  John 
Doe,  in  paying  his  (lebt  of  |1,0Ü0.00,  might  have  given  cash  föOO.OÜ  and  a note  for 
1500.00  to  cancel  his  indebtedness.  Our  entry  would  then  appear  in  the  Journal  as 
follows : 


JOURNAL 


Date 

F. 

Explanation 

Debit 

Credit 

Dec.  1 

Cash 

$500.00 

Notes  Reccivahle 

500.00 

To  John  Doe 

$1,000.00 

ln  the  ordinary  coinple.x  bnsiness  of  today,  it  is  perhaps  safe  to  say  that  the  ina- 
jority  of  bnsiness  transactions  will  require  niore  than  one  debit,  or  inore  than  one 
credit,  or  l)oth.  In  the  Cash-Journal  and  Purchase  Register  (Form  A),  as  illustrated 
in  the  Demonstration  Book,  numerous  transactions  of  this  kind  will  be  found.  Thus, 
the  first  entry  on  page  10,  which  records  the  debits  to  the  Departmental  accounts  for 
the  monthly  Provision  for  reserve  for  overhead,  and  the  credit  to  the  Reserve  for  Over- 
head  account,  consists  of  eight  debits  and  one  credit — yet,  in  accordance  with  the  ])rin- 
ciple  of  double  entiy,  the  total  of  the  debits  exactly  equals  the  credit  amount.  Again, 
the  first  entry  on  i)age  IJ  is  composed  of  four  debits  and  four  credits,  the  second  entry 
of  eleven  debits  and  one  credit,  but  in  each  case  the  total  of  the  debits  etjuals  the  total 
credits.  It  all  goes  back  to  the  fundamental  Statement  of  debit  and  credit,  naniely, 
that  when  some  person,  or  property,  or  force  receives  value  or  assunies  responsibility, 
another  person,  or  property,  or  force  grants  that  value  or  discharges  a responsibility. 
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Wheii  John  Doe  pays  the  |1,000.00  to  cancel  his  indebtediiess  to  ns,  we  receive  the 
11,000.00  (wliethei-  it  be  cash,  notes  receivable,  or  a combination  of  valnes)  in  cancella- 
tion  of  that  debt.  Whatever  the  nature  of  the  transactiou,  the  principle  holds  true, 
and  tlie  respousibility  is  both  assumed  and  discharged. 

In  tlie  Standard  Accounting  System  all  transactions  are  recorded  originally  in 
either  the  Cash-Jonrnal  and  Purchase  Register  (Form  A),  or  in  the  Sales  Register 
(Form  E).  In  the  Sales  Register  there  will  be  recorded  only  sales  to  Customers  or 
other  work  Avhich  has  beeil  done  in  the  mannfactnring  departments  of  the  biisiness, 
while  all  other  transactions,  of  whatever  nature,  will  be  recorded  in  the  Cash-Journal 
and  Purchase  Register.  In  each  of  these  books  the  jirinciples  of  debit  and  credit  will 
be  applied  continiially  to  all  transactions  recorded  therein. 

The  transactions  then  are  grouped,  or  classified,  in  the  Ledger  ander  the  various 
kinds  of  property,  expeiises  or  incomes  which  they  affect.  These  accounts  (as  used 
for  illustrative  purposes)  are  shown  in  the  Demonstration  Book  on  pages  24  to  31, 
inclusive.  In  these  accounts  all  debits  and  all  credits  are  grouped  in  detail,  or  in  total, 
so  that  reference  to  any  account  in  the  Ledger  shows,  in  the  aggregative,  what  has  taken 
place  during  the  period  past  as  affecting  that  particular  property,  person,  or  force.  It 
is  in  the  Ledger  accounts  that  the  debits  and  credits  reveal  their  real  value,  for  it  is  in 
the  Ledger  that  each  person,  property,  or  force  shows  the  total  of  the  responsibility  as- 
snmed  and  discharged  during  the  period  linder  consideration. 


RULES 

The  working  rules  for  debit  and  credit  may  be  stated  briefly  as  follows : 

Debit  persons  for  valnes  (cash,  merchaiidise,  or  Services)  received  from  the  busi- 
ness,  for  they  become  responsible  to  the  firm  for  that  value  which  they  have  received. 

Debit  Cash,  Merchaiidise,  Notes  Receivable,  Notes  Payable,  or  Property,  respec- 
tively,  when  received  by  the  biisiness,  for  each  becomes  responsible  for  the  amount  it 
cost  the  firm  to  obtain  it. 

Debit  cost  of  Services  or  expenses  (Reut  and  Ileat,  Light,  PoAver,  Salaries,  etc.) 
for  the  amount  necessary  to  obtain  them,  for  they  are  responsible  to  the  business  for 
all  amoiints  thiis  spent  (or  temporarily  charged). 

Credit  iiersoiis  for  valnes  (cash,  merchaiidise,  or  Services)  received  from  them  by 
the  business,  for  they  have  granted  value  to  the  business  or  discharged  a previous  re- 
sponsibility. 

Credit  Cash,  Merchaiidise,  Notes  Receivable,  Notes  Payable,  or  Property,  respec- 
tively,  when  given  out  of  the  business,  that  is,  when  it  grants  value,  or  when  it  dis- 
charges  the  respousibility  iucurred  by  it  when  the  property  canie  iuto  the  possession  of 
tlie  business. 

Credit  Services  or  expenses  for  any  returns  they  iiiake  to  the  business,  or  when  they 
discharge  a responsibility  for  which  they  were  previously  charged. 

ln  brief,  then,  the  general  rule  may  be  stated  as  follows: 

Debit,  or  charge,  value  received  or  responsibility  assumed;  credit  value  granted  or 
responsibility  discharged. 


13 


A thorough  understanding  of  debit  and  credit,  and  of  tlie  process  of  journalizing 
or  recording  tlie  business  transactions  in  sonie  book  of  original  entry,  and  of  tlie 
inetliod  of  posting  or  transferring  the  varions  itenis  in  tlie  books  of  original  entry  to 
the  proper  accounts  in  tlie  Ledgei*,  is  necessary  for  any  adeqnate  nnderstanding  of  the 
principles  of  bookkeeping.  Witli  such  a knowledge  anyone  slionld  be  able  to  operate 
a simple  set  of  books,  tliongli  it  is  entirely  possible  tliat  such  a System  would  be  inade- 
quate for  the  complexity  of  modern  business. 


THE  LABOR-SAVING  DEVICE— PRINCIPLE  OF  THE  SPECIAL  BOOK  AND 
THE  SPECIAL  COLUMN 

The  number  and  complexity  of  business  transactions  have  made  the  simple  process 
of  bookkeeping  previously  described  inadeipiate  for  ordinary  purposes,  and  so,  niany 
special  forms  of  books  of  original  entry  have  been  designed,  each  form  being  adapted 
usually  to  the  needs  of  the  particular  business  in  which  it  is  to  be  used.  Suppose,  for 
illustration,  that  during  a certain  niontli  five  hundred  payments  of  cash  were  made. 
If  the  simple  two-colunm  Journal  form  were  used,  it  would  inean  five  hundred  separate 
postings  to  the  Cash  account  in  the  General  Ledger.  It  is  perfectly  logical,  therefore, 
that  bookkeepers  should  have  attempted  to  eliminate  much  of  this  labor  by  the  design- 
ing  of  special  books,  or  by  the  use  of  separate  books  for  recording  transactions  of  par- 
ticular kiuds.  A simple  Journal,  which  would  eliminate  the  necessity  of  posting  all 
cash  items  separately,  might  be  as  follows : 


JOURNAL 


Date 

F. 

Explanation 

Cash 

Dr. 

Cash 

Cr. 

General 

Dr. 

General 

Cr. 

Dec.  1 

.Tolin  Doe — cash  in  fiill  payment  of  account 

$1,000.00 

$1,000.00 

In  this  Journal  all  cash  receipts  would  be  entered  in  the  Cash  debit  column;  all 
cash  disbur.sements  in  the  Cash  credit  column,  while  all  other  itenis  would  be  entered 
in  the  two  General  colunins  depending  ui)on  whether  they  were  debit  or  ci-edit 
amounts.  Moreover,  since  the  two  Cash  columns  ‘‘ear  mark’’  the  cash  items  as  debits 
or  credits,  it  is  unnecessary  to  write  ‘‘Cash”  in  the  Explanation  column,  or  to  give  the 
cash  amount  a separate  line  for  entry.  Thus,  the  receipt  of  cash  from  John  Doe, 
fl, 000.00,  which  required  two  lines  for  entry  in  the  simple  two-column  Journal,  would 
be  entered  in  this  book  as  illustrated  above.  The  fact  that  the  thousand  dollars  is  en- 
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tored  in  tlie  Casli,  Dr.,  colnnin  means  that  cash  is  del)ited,  wliile  John  Doe  is  credited 
as  in  the  two-colunm  Journal. 

Besidcs  saving  approxiniately  onedialf  the  labor  of  entering  casli  transactions,  and 
i-equiring  inucli  less  space,  it  will  be  unnecessary  to  post  the  individual  amounts,  both 
debit  and  credit,  appearing  in  the  Cash  colunins.  At  the  end  of  the  period  these  two 
coluinns  will  be  totaled  and  will  be  posted  to  the  debit  and  credit  sides,  respectively, 
of  tlie  Cash  account  in  the  General  Ledger.  Onedialf  the  labor  of  posting  is  thus  elinii- 
nated ; for  instance,  one  hundred  casli  transactions  would  require  at  least  two  hundred 
liostings  froni  the  ordinary  two-column  Journal,  for  euch  entry  must  have  at  least  one 
debit  and  one  credit.  By  the  use  of  these  special  coluinns  the  one  hundred  transactions 
would  reipiire  one  hundred  and  two  postings — one  posting  for  the  total  of  each  Cash 
colunin,  and  one  liundred  postings  for  the  off-setting  iteins.  Furthermore,  these  special 
coluinns  eliniinate  from  the  Cash  account  many  small  and  meaningless  items  and  give 
tlie  sanie  net  result  in  the  Ledger  in  better  form  than  would  be  given  by  the  detailed 
posting.  All  items  in  the  other  two  amount  coluinns  will,  of  course,  be  jiosted  indi- 
vidually  to  the  Ledger  accounts  named  in  the  Explanation  colunin. 

This  principle  may  be  carried  just  as  far  as  desired,  for  instance,  special  coluinns 
inay  be  added  for  the  purchase  and  sale  of  merchandise,  for  the  Segregation  of  certain 
ex})enses,  and  for  various  purposes,  many  of  which  are  illustrated  in  the  Standard  Ac- 
counting  System  Demonstration  Book.  Not  only  do  these  special  columns  in  the  Jour- 
nal save  labor,  but  niuch  better  infornaation  for  administrative  purposes  is  obtained  Iw 
their  use.  The  proprietor  can  ascertain  at  once  the  total  receipts  and  disbursements 
of  cash,  the  balance  of  cash  on  hand,  the  amounts  of  purchases  and  sales  for  the  current 
jieriod,  the  totals  of  various  items  of  expense,  and  many  other  siniilar  items  of  interest 
and  of  great  importance. 

As  business  grew  and  became  more  complicated  it  was  impossible  for  one  book- 
keejier  to  record  all  transactions  occurring  in  the  business.  Therefore,  instead  of  hav- 
ing  one  Journal  with  many  columns  in  it,  it  was  more  convenient  and  desirable  to  use 
several  simpler  books.  Accordingly,  a special  book  was  used  for  cash  transactions,  an- 
otlier  book  for  purchases,  a third  book  for  sales,  while  the  Journal,  which  for  so  long 
was'the  only  book  of  original  entry,  came  to  be  used  to  record  only  those  transactions 
which  could  not  be  recorded  in  any  other  book  of  original  entry.  In  this  capacity  the 
Journal  is  largely  used  even  today. 

Each  of  these  books  of  special  entry,  in  its  simplest  form,  would  appear  the  same  in 
ruliiig  as  the  siniide  two-column  Journal  shown  before.  In  small  businesses  these  iden- 
tical  books  will  oftentimes  be  found  at  the  present  time,  and  they  form  the  basis  of  most 
bookkeeping  Systems  in  modern  business.* 

For  the  reasons  stated  above,  namely,  both  to  save  labor  and  to  obtain  more  and 
better  information  for  the  management,  special  colunins  are  added  to  all  these  books, 
and  it  may  be  said  truthfully  that  the  only  limit  to  the  development  of  this  principle 
of  the  special  book  and  the  special  colunin  is  the  needs  and  complexity  of  the  business 
using  the  books.  It  is  essential  to  reniember,  however,  that  the  thing  of  priniary  ini- 

* As  complete  discussions  for  the  use  of  these  books  will  he  found  in  any  Standard  text-book  on  the  subject,  and  na 
these  specific  books  are  not  used  in  the  Standard  Accounting  System,  it  is  not  thought  desirable  to  enter  Into  greater 
detail  concerning  them.  See  Cole,  “Accounts  : Their  Construction  and  Interpretation”  ; Kester,  “Accounting,  Theory  and 
Practice,”  Vol.  I (Ronald  Press  Company,  New  York)  ; Klein,  “Elements  of  Accounting”  (D.  Appleton  & Company,  New 
York)  ; Miner  and  Eiwell,  “Principles  of  Bookkeeping”  (Ginn  & Company,  Boston)  ; and  others. 
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portance  is  the  obtaining  of  more  and  heiter  information  for  the  management ; if  it  is 
possible  to  do  this  and  to  save  labor  at  the  sanie  time,  it  sliould  of  coiirse  be  done,  but 
the  purpose  of  bookkeepiug  is  to  get  information  and  not  to  save  work. 

In  tlie  Standard  Accounting  System  Demonstration  Book  tlie  Cash-Journal  and 
rnrcliase  Register  (Form  A)  combines  in  its  numeroiis  columns  the  Cash  Book,  the  Pur- 
chase Book,  and  the  Journal,  while  a Sales  Register  (Form  B)  is  used  to  record  all 
information  regarding  sales  and  the  cost  of  pi-oducing  those  Jobs  for  sale.  As  described 
and  illustrated  later,  the  method  of  record iiig  transactions  in  these  books,  and  the 
method  of  posting  these  records  to  the  proper  Ledger  accounts  is  simple  in  the  extreme 
The  debits  and  credits  are  always  equal,  and,  as  the  same  rules  of  debit  and  credit  ap 
ply  for  recording  the  transaction,  it  is  immaterial  whether  it  be  recorded  in  the  two- 
column  simple  Journal  or  in  the  nuütiple  eolumn  labor-saving  book.  After  much  care- 
ful  study,  and  after  a soniewhat  broad  experience  with  plants  of  large,  medium,  and 
small  dimensions,  the  United  Typothetae  of  America,  through  its  Committee  on  Educa- 
tion,  decided  upon  the  type  of  books  of  original  entry  shown  as  Form  A"  and  Form  B, 
respectively.  It  is  undoubtedly  true  that  no  othei*  scheine  is  so  elastic,  and  can  be  ad- 
jiisied  so  easily  to  large,  medium,  and  small  businesses  as  the  one  here  presented  in 
the  Standard  Accounting  System. 


TUE  LABOR-SAVING  DEVICE— CONTROLLING  ACCOUNTS 

In  Connection  with  the  Special  Book  and  Special  Column  the  Controlling  account 
is  one  of  the  greatest  labor-saving  devices  known  to  modern  bookkeeping.  A Control- 
ling account,  as  the  word  signifies,  is  a single  account  in  the  General  Ledger  which  Con- 
trols, or  summarizes  in  total,  a group  of  accounts  in  a subsidiary.  ledger.  In  other 
words,  it  becomes  unnecessary  to  keep  the  detailed  accounts  in  the  General  Ledger  be- 
cause  these  accounts  may  be  kept  in  a special  ledger,  or  in  a section  of  the  same  ledger, 
thus  not  inaking  the  General  Ledger  too  bulky  because  of  the  number  of  accounts.  To 
illustrate,  there  may  be  several  hundred  or  even  several  thousand  accounts  with  Custom- 
ers, but  by  use  of  the  Controlling  account  there  would  be  only  one  customer’s  account, 
namely,  “Accounts  Receivable,”  in  the  General  Ledger.  As  illustrated  in  the  Standard 
Accounting  System,  all  customers’  accounts  are  kept  in  a Sales  Ledger  (Form  C-3), 
and  all  details  of  each  customer’s  dealings  with  the  business  Avill  be  found  in  his  individ- 
ual account  in  the  subsidiary  ledger.  These  numerous  customers’  accounts,  however, 
are  summarized  or  controlled  in  the  General  Ledger  Accounts  Receivable  (account  No. 
3,  page  24,  Demonstration  Book).  So,  in  making  a summary  of  the  business,  it  is  un- 
necessary to  list  each  individual  customer’s  balance  in  such  a summary,  but  the  total 
amount  due  the  business  from  customers  may  be  ascertained  from  the  Accounts  Receiv- 
able account,  and  the  aggregate  of  these  customers’  balances  iucluded.  In  such  a State- 
ment of  financial  condition,  the  management  is  interested  usually  not  in  what  each  Cus- 
tomer owes  on  account  but  in  the  total  amount  due  from  this  source.  If  we  turn  to  ac- 
count No.  3,  page  24  of  General  Ledger,  it  will  be  observed  that  the  Accounts  Receivable 
account  had  a balance  as  of  December  Ist  of  -18,905.00.  Total  charges  to  customers  for 
the  month  aniounted  to  -'^8,520. 00,  while  the  month’s  collections  amounted  to  .f7,820.41. 
The  total  amount  due  from  all  customers  at  the  end  of  the  month  was  .|9,670.59,  which 
is  the  total  of  all  balances  due  from  customers  as  shown  by  their  individual  accounts  in 
the  Sales  Ledger  (see  Sales  Ledger  accounts  on  pages  38  and  39  of  the  Demonstration 
Book,  the  abstract  of  this  Ledger  being  shown  on  page  41).  To  repeat  again,  the  Ac- 
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counts  Receivable  account  Controls  the  Sales  Ledger,  becanse  it  snmmarizes  in  total  tlie 
individual  accounts  with  customers  as  shown  in  tliat  book. 

Additional  Controlling  accounts  illustrated  in  the  Standard  Accounting  System 
are  Accounts  Payable  (Xo.  12,  page  26),  which  Controls  or  suiiimarizes  the  Purcliase 
Ledger,  and  the  Work  in  Process  account  (No.  6,  page  25)  which  Controls  or  sumina- 
rizes  the  Pactory  Ledger.  Other  Controlling  accounts  may  be  employed,  if  desired,  for 
exi)enses,  for  plant  and  machinery,  and  for  other  similar  iteins,  but  tliese  usually  would 
be  iised  only  in  large  or  medium  large  businesses. 

The  Controlling  account  may  be  used  most  successfully  by  the  use  of  the  special 
column.  By  this  scheme  all  items  entered  in  the  special  columns  may  be  posted  in- 
dividually  to  the  proper  accounts  in  the  Subsidiary  Ledger,  wliile  tlie  columns  may  be 
totaled  at  tlie  end  of  the  period  and  the  totals  posted  to  the  General  Ledger  Controlling 
account.  Nothing  can  better  illustrate  how  the  Controlling  account  summarizes  the 
subsidiary  ledger  tlian  that  the  total  of  a group  of  items,  which  have  been  posted  to  the 
detailed  accounts  in  the  Subsidiary  Ledger,  should  be  posted  to  the  General  Ledger 
account.  Turning  to  the  Sales  Register  of  the  Standard  Accounting  System  (page  17, 
Demonstration  Book),  the  individual  Jobs  billed  to  customers  during  the  month  are 
shoAvn.  Each  of  these  customers  is  debited  in  the  proper  account  in  the  Sales  Ledger 
for  the  amount  shown  opposite  his  name  in  the  Accounts  Receivable  column.  The  total 
of  the  column,  representing  the  sum  of  these  charges  to  customers,  and  sumraarizing  the 
individual  postings,  is  carried  to  the  General  Ledger  as  a debit  to  the  Accounts  Receiv- 
able account  (No.  3,  page  24). 

Siiuilarly,  the  Cost  Completed  Work  Debit  column  (page  17-A,  Demonstration 
Book)  contains  the  total  of  the  items  included  in  the  various  columns  under  “Factory 
Ledger  Credits.”  At  the  end  of  the  month,  or  period,  the  totals  of  the  columns  under 
“Factory  Ledger  Credits”  are  posted  to  the  respective  accounts  in  the  Factory  Ledger, 
while  the  total  of  the  Cost  Completed  Work  Debit  column  is  posted  to  the  credit  of  the 
Work  in  Process  account  (No.  6,  page  25).  This  again  summarizes  in  total  the  in- 
dividual items  posted  to  the  respective  accounts  in  the  Subsidiary  Ledger.  In  each 
of  tliese  cases  in  the  Sales  Register,  the  numerous  customers’  and  plant  operating  ac- 
counts are  eliminated  from  the  General  Ledger,  but  all  needed  Information,  for  sum- 
mary  purposes,  is  found  in  the  Accounts  Receivable  and  Work  in  Process  accounts,  re- 
spectively. 

Turning  to  the  Cash- Journal  and  Purchase  Register,  all  amounts  appearing  in  the 
Accounts  Receivable,  Accounts  Payable,  and  Factory  Ledger  columns  are  posted  in 
detail  to  the  proper  accounts  in  the  respective  Subsidiary  Ledgers  and  in  total  to  the 
Controlling,  or  surnmarizing,  accounts  in  the  General  Ledger.  If  other  Controlling  ac- 
counts were  used  in  this  illustrative  set  of  transactions,  it  is  probable  that  special 
columns  would  be  provided  for  the  special  items.  In  the  ordinary  printing  business, 
however,  the  three  controlling  accounts  illustrated  will  be  all  there  is  any  use  for.  At 
the  dose  of  the  month  the  balance  of  these  controlling  accounts,  Accounts  Receivable 
(No.  3,  page  24),  Accounts  Payable  (No.  12,  page  26),  and  Work  in  Process  (No.  6, 
page  25),  summarize  in  total  the  balances  of  the  individual  accounts  as  shown  in  the  re- 
spective Subsidiary  Ledgers.  A comparison  by  the  reader  of  the  Abstracts  of  the  Sub- 
sidiary Ledgers  as  of  December  31st  (page  41,  Demonstration  Book)  with  the  balances 
shown  for  the  respective  controlling  accounts  in  the  Balance  Sheet  (page  45)  will  show 
this  to  be  true. 
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Perhaps  no  aid  in  modern  bookkeeping  is  inore  nsefnl  in  tlie  business  office  of  today 
than  tlie  Controlling  account.  Wliile  all  detailed  inforniation  is  at  band  for  tlie  man- 
agement if  such  iuformation  is  desired,  these  details  are  not  in  the  way  wlien  the  pro- 
prietor  desires  a quick  resume  of  bis  business  as  a wliole.  From  the  standpoint  of  the 
bookkeeping  work,  the  Controlling  account  enables  the  head  bookkeeper  to  keep  an  ac- 
curate  check  on  all  the  assistant  bookkeepers  who  may  be  keeping  the  subsidiary  ledg- 
ers.  This  is  a most  important  audit  check  as  well.  While  the  application  of  the  Con- 
trolling account  principle  is  oftentimes  soniewhat  involved,  it  is  very  valuable,  and  a 
knowledge  of  the  use  of  such  accounts  is  essential  to  the  understanding  and  Operation 
of  any  modern  bookkeeping  System. 


PRINCIPLE  OF  CAPITAL  vs.  REVENUE 

All  good  bookkeeping,  and  accounting  as  well,  is  dependent  upon  properly  distin- 
guishing  between  items  of  Capital  and  items  of  revenue.  This  is  oftentimes  a most  diffi- 
cult  thing  to  do,  for  whether  a business  transaction  affects  a Capital  account  or  a Reve- 
nue account  depends  in  many  cases  upon  the  individual  case.  The  principle  involved  is 
clean-cut,  bnt  judgment  must  be  used  in  its  application  to  concrete  business  transac- 
tions. 

Capital  accounts  represent  actual  valucs  owned  or  owed  by  the  business;  that  is, 
all  assets,  liabilities  owed  Outsiders,  and,  as  well,  the  interest  of  the  owners  in  the  busi- 
ness, or  the  net  proprietorship.  These  accounts,  it  will  be  recognized,  are  the  Balance 
Sheet  items,  and  reveal  the  condition  of  the  business  as  of  a given  date. 

Revenue  accounts,  on  the  other  hand,  represent  those  forces  (rent,  interest,  sales, 
taxes,  depreciation,  etc.)  which  have  been  responsible  in  returning  to  the  business  cer- 
tain  values,  or  in  taking  from  the  business  other  values.  Revenue  accounts,  in  other 
words,  are  the  Löss  and  Gain  accounts  of  the  business  and  add  to,  or  detract  from,  the 
net  proprietorship.  They  may  be  said  to  be  historical  in  nature,  not  representing  actual 
tangible  value  but  simply  recording  the  fact  that  income  has  been  received  or  expendi- 
tures  have  been  niade,  according  to  the  source  named. 

For  instauce,  what  does  a f 100.00  item  on  the  debit  side  of  the  rent  account  mean? 
Does  the  rent  account  represent  flOO.OO  of  tangible  value,  or  does  it  simply  record  the 
fact  that  flOO.OO  has  been  paid  out  on  account  of  some  Service  which  was  essential  to 
the  business,  but  which,  when  ouce  used,  no  longer  represents  any  tangible  value?  If 
tlie  amount  represents  actual  present  value,  as  when  rent  is  paid  in  advance  and  is  not 
yet  consumed,  it  is  a Capital  account ; if  it  is  simply  a record  of  an  expense  paid,  it  is  a 
Revenue  account.  While  ‘‘Rent”  is  usually  a Revenue  account,  it  may,  as  just  illus- 
trated,  sometimes  represent  a Capital  item ; the  same  may  be  said  of  many  other  expense 
accounts.  Likewise,  an  account  which  is  usually  a Capital  account  may  sometimes  rep- 
resent a Revenue  item.  For  instance,  suppose  you  have  |2,000.00  of  paper  stock,  and, 
for  some  reason  or  other,  this  stock  was  stored  in  a separate  but  adjoining  building. 
The  Paper  account  will  stand  on  your  Ledger  with  a debit  balance  of  |2,000.00,  for  the 
Paper  account  is  responsible  for  that  value.  It  is  an  asset  of  the  business,  and,  of 
course,  the  Paper  account  is  a Capital  account.  But,  through  the  destruction  by  fire  of 
the  adjoining  building  your  stock  is  all  destroyed.  AVhat  does  the  |2,000.00  balance  in 
the  Paper  account  represent  then?  To  the  extent  that  the  loss  is  not  covered  by  in- 
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snrance  tlie  accouiit  lias  been  transformed  iiito  a Keveime  accoiint,  and  will  go  into  tlie 
Iiicome  Statement,  and  not  into  tlie  Balance  Sheet. 

Suppose  again  tlie  following:  On  tlie  property  owned  by  tlie  Henry  P.  Nelson 
Printing  Company  and  aggregating  a little  more  tlian  $40,000.00  (see  page  20,  tlie  suni 
of  tlie  Capital  Stock,  Surplus,  and  Löss  and  Gain  accounts,  for  tliese  represent  tlie  ex- 
cess  of  assets  over  liabilities) , taxes  of  $220.00  are  jiaid  for  tlie  year.  These  taxes 
are  paid  on  acconnt  of  tlie  property  owned,  but  would  anyone  say  that  this  amount 
should  be  charged  to  the  I’roperty  acconnt?  It  is  obvious  that  it  should  not,  and  that 
the  Taxes  acconnt  repre.sents  nothing  other  than  an  expense.  As  explained  later,  either 
prepaid  or  accrued  taxes  niight  be  included  in  the  acconnt.  Repairs  to  the  plant  and 
eiinipment  or  other  proiierty  of  the  bnsiness,  while  necessary  to  maintain  the  plant  in 
an  operating  condition,  do  not  increase  the  valne  of  the  property  but  simply  maintain  the 
lilant  at  soniewhere  near  the  efticiency  it  was  at  the  beginning  of  the  period.  Are 
amonnts  for  repairs,  therefore,  to  be  charged  to  the  Property  acconnt  or  to  an  Expense 
acconnt?  As  said  before,  it  is  obvious  that  they  are  Revenue  charges  and  in  no  way 
atfect  the  Capital  acconnt  except  to  maintain  the  Capital  assets  in  a state  of  operating 
efticiency;  or,  in  other  words,  except  to  keep  the  Capital  acconnt  itself  froni  becoining 
a Revenue  acconnt. 

While  these  illnstrations  are  simple,  the  reader  should  grasp  the  idea  that  anything 
which  does  not  add  permanent  valne  either  by  increasing  assets,  decreasing  liabilities,  or 
affecting  Capital  investment,  must  be  charged  or  credited  to  a Revenue  acconnt. 
Amonnts  spent  simjily  to  maintain  assets  are  always  charges  against  Revenue,  and  it  is 
in  this  respect  nsnally  that  the  difficnlty  arises  in  distingnishing  between  Capital  and 
Revenue  exiienditnres.  The  real  qnestion  is,  whether  the  amount  exjieuded  simply  mnin- 
tains  the  asset,  or  whether  it  adds  a new  and  additional  valne  to  it.  The  Revenue  ac- 
connts,  of  conrse,  are  bronght  together  or  snmmarized  at  the  end  of  the  oiierating  jieriod 
in  the  Löss  and  Gain  acconnt,  so  in  this  way  they  alfect  the  iirojirietorshiii  of  the  bnsi- 
ness.  They  do  not,  however,  affi'ct  directly  the  individual  Capital  accounts  and  must 
be  kept  seiiarate  from  them. 


CAPITAL  r.s.  REVENUE— CLASSIFICATION  OF  ACCOUNTS 

A mechanical  arrangement  nsed  by  most  acconntants  to  segregate  the  Capital  ac- 
connts  from  the  Revenue  accounts  is  known  as  a Classification  of  Accounts.  This  is 
sinijily  an  arrangement  of  the  accounts  in  tlu'  Ledger  and  on  the  financial  statements 
( Ibilance  Sheet  and  Income  Statement)  so  as  to  grouj)  together  the  accounts  represent- 
iiig  assets,  liabilities,  jirojirietorshij),  losses,  and  gains,  ea(*h  somewhat  independent  of 
the  other  groups  of  accounts. 

On  page  4 of  the  Demonstration  Book  Avill  be  found  a list  of  the  Capital  accounts 
suggested  liy  this  System.  The  main  grou])s  into  which  these  accounts  are  divided  are 
Assets,  Liabilities,  Reserves,  and  Projirietorshij),  while  on  page  5 will  be  found  the  Rev- 
enue accounts  suggested  by  the  System.  In  neither  case  are  these  groups  sujiposed 
necessarily  complete,  for  any  printing  business  niay  have  occasion  to  use  other  accounts 
falling  uuder  either  Capital  or  Revenue.  This  group  is  illustrative,  hov/ever,  and  the 
ability  to  use  these  accounts  will  assure  the  ability  to  add  any  other  accounts. 

As  shown  by  the  list  of  accounts,  Assets  represent  the  projierty  in  the  business  by 
means  of  w-liich  it  earns  a revenue.  In  a single  proprietorship,  or  partnership,  these  as- 
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sets  represent  Ihe  cash,  property,  or  otlier  valnes  contributecl  by  tlie  proprietor  or  by 
the  Partners,  respectively,  toward  tbe  coinmoii  fand  to  be  einployed  as  Capital  in  tlie 
production  of  revenue.  In  tlie  case  of  a coriioration,  tbe  assets  are  represented  by  tbe 
casb  or  otber  proceeds  of  tbe  Capital  stock,  tbe  casb  received  fi-oin  tbe  sale  of  bonds,  or 
otber  jiroperty  einployed  in  prodiicing  revenue  for  tbe  Company. 

Fixed  Assets  consist  of  tbe  machinery  and  equipment,  for  instance,  wbicb  are  ])ur- 
cbased  to  jilace  tbe  enterprise  in  position  to  operate  as  a “going  concern,”  and  wliicb 
are  capable  of  lasting  over  a series  of  processes  of  production,  wbile  Current  Assets  reji- 
resent  tbe  stock  or  supplies  on  band,  such  as  paper,  ink,  etc.,  and,  in  addition,  casli  and 
tbe  notes  and  accounts  owed  to  tbe  business  by  custoniers.  fbirrent  Assets  may  be 
said,  in  general,  to  represent  tbose  valnes  wbicb  will  be  converted  in  tbe  ordinary  course 
of  business  into  casb;  wbile  fixed  assets  will  be  converted  into  casb  only  tbrougb  cliarg- 
ing  to  tbe  product  turned  out  tbe  loss  in  value  and  efficiency  of  tbese  assets  tbrougb 
wear  and  tear  and  obsolescence.  Fixed  assets  are  so  called,  not  because  tbey  will  never 
wear  out,  but  because  tbey  will  last  for  a period  of  years,  tbis  period  depending  ipion 
tbe  particular  asset.  Fixed  assets  continually  decrease  in  value  tbrougb  wear  and  tear, 
tbe  passage  of  time,  and  obsolescence,  and  tbis  loss  in  value  must  be  considered  as  an  ex- 
pense  to  tbe  business  and  must  be  taken  care  of  on  tbe  books  of  tbe  firm.  Tbis  loss,  or 
depreciation,  will  be  considered  later  in  tbe  Treatise. 

Deferred  assets  are  really  deferred  cbarges  to  expense.  Tbey  represent  amounts 
paid  out  for  certain  expenses,  tbe  value  of  wbicb  bas  not  been  consumed  by  tbe  business 
Tbe  deferred  assets,  as  sbown  by  tbis  Classification  of  Accounts,  consist  of  insiirance 
and  taxes.  However,  taxes  will  just  as  offen  represent  an  accriied  liability,  and  tbat  is 
wbat  tbe  Taxes  account  (No.  19,  page  27)  does  show  in  tbe  transactions  of  tbe  nioiitb 
used  to  illustrate  the. Standard  Accounting  System. 

Suppose  tbat  on  January  Ist  tbe  firm  takes  out  an  insurance  policy  and  tbe  insur- 
ance  premium  is  paid  for  tbat  entire  year.  It  is  obvious  tbat  on  January  81st,  wben 
tbe  first  montbly  closing  of  the  books  is  ma  le,  tlds  insurance  Charge  bas  been  only  one- 
twelftb  consumed,  tbat  is,  only  one-twelftb  of  it  ])i-operly  could  be  cbarged  as  an  ex- 
pense. Tbe  remaining  eleyen-twelftbs  must  be  absorbed  during  tbe  otber  eleven  montbs 
of  tbe  year  and  tberefore  on  January  31st  is  a Deferred  Asset  on  tbe  Dalance  Sheet  and 
on  tbe  books  of  tbe  firm.  Tbe  same  procedure  woidd  apply  to  any  expense  not  entirely 
consumed  during  tbe  immediate  operating  period. 

Liability  accounts,  on  tbe  otber  band,  represent  debts  owed  by  tbe  firm,  such  as 
wages  accrued  to  employees,  or  accounts  or  notes  owed  to  tbecreditors  of  tbe  business. 
Tbese  are  all  Current  Liabilities  bere,  meaning  tbat  tbey  must  be  met  soon  in  Casli. 

Tbe  Reserves  represent  wbat  would  otberwise  be  refiected  in  tbe  Loss  and  Gain  ac- 
count, and  are  set  aside  or  “earmarked”  for  a special  purpose,  in  tbe  use  of  wbicb  Ibe 
amount  may  or  may  not  be  entirely  absorbed.  Some  of  tbese  so-called  Reserves,  as  ex- 
plained  later  in  tbe  discussion  of  tbe  respective  Ledger  accounts,  are  not  true  reserves 
at  all,  but  are  simply  holes  in  tbe  corresponding  As.set  accounts.  Tbus  tbe  Allowan(*e 
for  Depreciation  account  simply  measures  tbe  loss  in  value  and  efficiency  of  tbe  Ma- 
cbinery  and  Equipment  account,  wbicb  amount  bas  been  cbarged  to  operatious  as  a man- 
ufacturing  cost.  Tbese  Reserves  are  not  liabilities,  but  eitber  measure  tbe  loss  iu  some 
Asset  account  or  represent  an  appropriation  of  true  sui-plus  for  some  purjiose. 
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The  Proprietorsliip  accounts  represent,  of  course,  tlie  investment  of  tlie  partners  or 
stockholdei's  in  tlie  business.  These  accounts,  which  are  here  called  Capital  Stock,  Sur- 
plus, and  Löss  and  Gain,  are  soinetiines  included  aniong  the  liabilities,  but  they  are  not 
debts  to  be  paid  and  must  ouly  ultiniately  be  accounted  for  upon  the  dissolution  of 
the  liusiness.  In  the  case  of  a single  proprietor,  or  even  of  a partnership  (if  the  Part- 
ners consent),  tliere  is  no  reason,  providing  the  business  reniains  solvent,  why  this 
original  investment  cannot  be  withdrawn,  but  this  investment,  like  the  Capital  Stock  of 
a Corporation,  is  not  considered  an  actual  liability  of  the  business.  It  represents  the 
net  difference  between  the  assets  and  liabilities  of  the  business,  and  becomes  an  actual 
liability  only  upon  the  dissolution  of  Ihe  firm. 

Surplus  account  represents  earnings  that  have  accrued  during  past  periods.  The 
Löss  and  Gain  account  acts  as  a Clearing  account  for  the  current  period,  showing  in 
summary  the  expenditures  and  income  of  the  business.  At  the  end  of  the  fiscal  year  the 
total  net  balance  of  the  Löss  and  Gain  account  represents  the  net  earnings  of  the 
period.  If  dividends  are  declared,  they  should  be  charged  against  this  account  and  the 
balance  may  be  transferred  to  Surplus.  The  Surplus  account  thus  represents  the  ac- 
cumulation  of  all  these  balances  not  distributed  as  dividends,  or  not  specially  appropri- 
ated  or  reserved  for  some  definite  purpose. 

The  Revenue  accounts  (page  5)  include  both  the  accounts  showing  earnings  of  the 
business  and  accounts  recording  expenses  of  the  business.  These  Revenue  accounts  may 
be  divided  roughly  into  (a)  manufacturing  expenses,  (h)  administrative  expenses,  (c) 
selling  exjienses,  id)  trading  accounts,  and  (e)  miscellaneous  inconies.  A casual  in- 
spection  of  the  group  will  show  the  accounts  thus  sub-grouped. 

All  these  accounts,  both  Capital  and  Revenue,  will  be  given  detailed  explanation 
as  we  proceed.  It  is  reeommended  by  the  United  Typothetae  of  America  that  the  ar- 
rangement  of  the  Ledger  accounts  be  similar  to  that  illustrated  in  the  Classification  of 
accounts  given  in  the  Demonstration  Book.  More  or  fewer  accounts  may,  depending 
somewhat  u])on  the  size  of  the  business,  be  found  desirable,  but  the  principle  of  prop- 
erly  distinguishing  between  Cai)ital  and  Revenue  will  be  the  same,  and  it  is  that  funda- 
mental principle  which  is  being  emphasized  in  this  Demonstration  Set  of  the  Standard 
Accounting  System, 
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PART  II— THE  STANDARD  ACCOUNTING  SYSTEM 

BOOKS  OF  ACCOUNT 

Having  had  tliis  preliniinary  treatmeiit  of  principles  we  shall  now  discuss  iu  detail 
tlie  Books  of  Account  and  the  Accessory  Records  making  up  the  Standard  Accounting 
System. 

To  understand  tliese  books  and  records  it  is  necessary  for  the  reader  to  follow 
closely  the  forins  in  the  Demonstration  Book  as  he  reads  this  Treatise,  for  the  explana- 
tion  is  based  eutirely  npon  tlie  forms  presented  in  the  Demonstration  Book.  The  forms 
will  be  discussed  in  the  order  in  which  they  appear  and  a full  explanation  of  their  use 
will  be  made.  As  all  of  tlie  books  and  records  shown  in  the  Demonstration  Book  are 
necessary  to  the  Standard  Accounting  System,  it  will  be  necessary,  to  a certain  extent,  to 
refer  to  some  of  tlie  other  forms  while  each  particular  form  is  being  discussed,  but  this 
Avill  be  doue  only  iu  so  far  as  it  is  necessary  to  niake  clear  the  explanation  of  each  book 
01*  record.  After  discussing  brietly  the  individual  books  and  accessory  records  shown  as 
parts  of  the  Standard  Accounting  System,  a month’s  transactions  will  be  entered  as  in 
the  ordinary  course  of  busiuess  in  order  to  show  more  clearly  the  relation  of  the  vari- 
ous  books  and  records  as  parts  of  the  entire  System. 


CASH-JOURNAL  AND  PURCHASE  REGISTER 
(Form  A,  pages  10  to  14  inclusive) 

The  Cash-Journal  and  Purchase  Register  combines  in  one  book  the  ordinary  Cash 
Book,  Purchase  Book,  and  Journal.  In  brief,  all  transactions  involving  cash,  the  pur- 
chase of  goods,  or  the  payment  .of  expeuses,  and  all  other  transactions,  except  those 
affecting  sales  and  the  cost  of  sales,  will  be  recorded  in  this  book. 

To  the  left  of  the  Explanation  or  ‘‘Accounts”  column  (see  page  10)  will  be  found 
the  columns  in  which  all  receipts  and  disbursements  of  cash  will  be  entered.  These 
columns  are  headed  Cash  “debit”  and  “credit,”  and  serve  every  purpose  served  by  the 
Cash  Book  form  discussed  previously.  The  columns  headed  “Bank”  at  the  extreme 
left  of  the  page  are  not  a part  of  tlie  bookkeepiug  System,  at  least  in  so  far  as  debits  and 
credits  are  concerned,  and  the  amounts  entered  in  these  columns  are  not  posted  any- 
where  to  the  Ledger.  In  other  words,  these  columns,  which  record  the  deposits  made 
in  the  bank  and  the  checks  drawn  on  the  bank,  are  incliided  for  coiivenience  only,  and  en- 
able  tlie  business  to  carry  in  the  Book  of  Original  Entry  a memorandum  record  of  the 
bank  account.  Therefore,  as  stated  above,  the  two  Cash  columns  are  the  only  columns 
to  the  left  of  the  book  which  comprise  a part  of  the  double  entry  System. 

The  Date  column,  Folio  column,  the  Accounts  column,  and  the  Voucher  Number 
column  reqiiire  no  comment.  Each  serves  a definite  purpose  in  the  bookkeepiug  Sys- 
tem, and  adds  miich  to  its  efficiency  as  a whole. 

The  next  columns,  headed  Accounts  Receivable,  “debit”  and  “credit”  respec- 
tively,  Avill  contain  all  items  affecting  customers’  accounts,  other  than  the  charges 


for  conipleted  Jobs  wliicli  are  eiitered  froni  tlie  Individual  Job  Suinmai-ies  in  tlie  Sales 
Rej>ister.  The  Credit  eolunin  vill  eontain  all  payments  received  from  cnstomers,  and 
tbe  anionnt  entered  iiinst  be  tlie  total  part  of  tlie  customer’s  indebtedness  whicli  bas 
beeil  caiieeled  by  tlie  iiayinent.  Tlius,  in  tlie  first  custonier’s  entry  (page  10),  Robinson 
Crusoe  pays  fJoS.lü  of  cash  to  the  biisiness,  biit  with  tliat  amoiint  of  cash  a |345.00 
debt  is  paid  in  full;  therefore  the  |345.00  niiist  be  entered  in  the  credit  Accounts  Re- 
ceivable  coluinn. 

All  the  items  entered  in  the  Accounts  Receivable  coliimns,  in  accordance  with  the 
principles  of  the  Controlling  account  disciissed  previously,  will  be  posted  individiially  to 
tlie  iiroper  cnstomers’  accounts  in  the  Sales  Ledger,  and,  at  the  end  of  the  inontli,  the 
total  of  these  coliinius,  debit  and  credit  yespectively,  will  be  posted  to  the  Accounts 
Receivable  account  in  the  General  Ledger.  It  is  tlius  seen  again  that  the  Controlling 
account  in  the  General  Ledger  summarizes  in  total  the  postiugs,  debit  and  credit, 
which  are  iiiade  diiring  the  period  to  the  ciistoiner’s  account  in  the  Sales  Ledger. 

The  next  colunin,  headed  “Sales  Discounts  and  Allowauces,  debit,”  will  eontain  all 
allowances  and  discounts  on  cnstomers’  accounts.  This  columii  is  very  largely  a labor- 
saving  device  and  will  be  posted  in  total  at  the  end  of  the  uiouth  to  the  debit  of  that 
account. 

The  colunins  headed  Accounts  Payable,  “debit”  and  “credit,”  furiiish  the  iiieans  of 
posting  to  the  Creditors’  accounts  in  the  Purchase  Ledger.  In  accordance  with  the 
rules  of  Debit  and  Cb-edit  discussed  above,  all  credits  or  debits  to  Creditors’  accounts 
will  be  entered  in  these  colunins,  the  aniounts  will  be  posted  individiially  to  the  respec- 
tive  creditors’  accounts  in  the  Purchase  Ledger,  and  at  the  end  of  the  niontli,  in  ac- 
cordance with  the  Controlling  account  principle,  the  totals  of  the  colunins,  debit  and 
credit  respectively,  will  be  posted  to  the  Accounts  Payable  account  in  the  General 
Ledger. 

The  next  colunin,  entitled  “Discounts  on  Purchases,  credit,”  will  eontain  all  dis- 
connts  taken  by  the  busint^ss  on  creditors’  bills.  This  again  is  a labor-saving  device, 
and  at  the  end  of  the  niontli  the  total  of  the  colunin  will  be  posted  to  the  credit  of  the 
account  uamed. 

The  convenience  of  having  the  Sales  Discounts  and  Allowances  colunin  and  the  Dis- 
counts on  Purchases  colunin,  respectively,  located  near  the  Accounts  Receivable  colnmns 
and  Accounts  Payable  colunins,  needs  no  coninient.  Little  conveniences  of  this  kind  add 
greatly  to  the  working  efliciency  of  the  System. 

The  next  colunins,  entitled  Pactory  Accounts,  “debit”  and  “credit”  respectively, 
will  eontain  all  items  debited  to  the  manufactiiring  accounts  in  the  Factory  Ledger. 
All  credits,  except  those  niade  from  the  Sales  Register,  Avill  also  be  entered  through 
these  colunins  to  the  Ledger.  Tlie  Factory  Ledger,  being  a siibsidiary  ledger,  is  con- 
trolled,  or  suniniarized,  by  the  Work  in  Process  account  (No.  G,  page  25)  in  the  Gen- 
eral Ledger,  and  at  the  end  of  the  niontli  the  totals  of  these  colunins,  debit  and  credit 
respectively,  Avill  be  posted  to  the  Work  in  Process  account  in  the  General  Ledger. 
Tlius,  again,  the  jirinciple  of  the  Controlling  account  is  illustrated  by  these  special 
colnmns  in  the  Book  of  Original  Entry,  and  one  account  in  the  General  Ledger  siim- 
niarizes  in  total  the  items  posted  in  detail  to  a group  of  accounts  in  a siibsidiary  ledger. 
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The  General  Ledder  colninns  are  nsed  for  such  itenis  as  caii  he  eiitered  iiou  here 
eise  in  the  book  of  orij>inal  entiy.  These  colunins  taken  in  connection  with  the  Date 
column,  Folio  column,  and  Accounts  coluinn  conii)rise  the  simple  two-colunin  Journal 
first  discussed,  and  even  in  the  Cash-Journal  and  Purchase  Kegister  of  the  Standard 
Accounting  System  these  colunins  have  a very  important  use,  as  may  he  seen  from  a 
casual  survey  of  the  Demonstration  Book. 

The  next  group  of  columns,  entitled  Payroll,  General  and  Office  Expense,  Ship- 
ping and  Deliveries,  and  Selling  Expense,  respectively,  again  illustrate  the  labor-saving 
device.  All  amounts  spent  or  all  indebtedness  incurred  during  the  month  on  account 
of  these  expenses  ivill  be  entered  in  these  debit  columns.  At  the  end  of  the  month  the 
totals  of  these  colunins  ivill  be  posted  to  the  debit  of  the  accoiints  named.  In  this  way  the 
bookkeeper  is  saved  the  task  of  posting  individually  all  these  items  of  expense,  and  the 
Ledger  accoiints  are  not  biirdened  with  a large  number  of  detail  items.  This  is  espe- 
cialiy  desirable,  since  the  one  monthly  item  is  of  as  miicli  or  of  inore  valiie  from  the  man- 
agemenPs  standpoint. 

In  designing  a book  of  this  kind  it  is  usiially  desirable,  as  illiistrated  here,  to  leave 
one  or  more  blank  columns  which  may  be  iised  in  any  way  that  is  foiind  convenient.  For 
instance,  there  may  be  so  many  items  of  carfare  that  it  is  desirable  to  segregate  these 
from  the  General  and  Office  Expense ; the  blank  column  ])ermits  of  this,  or  some  other 
kind  of  expense  may  be  segregated  in  this  column.  It  is  vei-y  possible  that  an  addi- 
tional» account  might  be  added  permanently  to  the  Ledger  group,  when  this  exti-a 
column  woiild  be  needed.  In  each  case,  of  coiirse,  it  ivoiild  be  necessary  for  the  book- 
keejier  to  write  in  the  name  of  the  account  to  which  the  items  entered  in  this  column 
were  to  be  charged. 

The  next  group  of  columns,  headed  ‘‘Material  Debits,”  Avill  contain  all  amounts  of 
materials  piirchased  during  the  period.  At  the  end  öf  the  month  these  columns  will  be 
totaled  and  the  amounts  posted  to  the  debit  of  the  respective  material  accoiints.  The 
triple  blue  line  appearing  at  this  point  in  the  Cash-Journal  and  Purchase  Kegister 
marks  the  end  of  the  General  Ledger  entries;  in  other  ivords,  the  series  of  columns 
headed  “Factory  Ledger  Debits”  is  not  a part  of  the  General  Ledger  System  of  entry, 
biit  is  used  only  as  a matter  of  convenience  in  distribiiting  departmentally  the  amounts 
charged  to  the  Work  in  Process  account  and  which  have  been  entered  in  the  Factory 
Accounts  debit  column.  However,  it  is  not  necessary  that  all  amounts  entered  in  the 
Factory  Accounts  debit  column  shall  be  distribiited  to  the  aiixiliary  columns.  The 
items  may  be  either  distribiited  to  the  varioiis  departments  throiigh  these  “Factory 
Ledger  Debits”  columns  or  the  departments  may  be  debited  individually  in  the  Con- 
trolling account  columns  (for  such  the  Factory  Accounts  debit  and  credit  colunins  are). 
Except  for  the  monthly  Provision  for  Reserve  for  Overhead,  no  charges  will  be  made  usu- 
ally  during  the  month  to  the  operating  accoiints  excejit  for  direct  materials  and  sipiplies. 
It  is  desirable  to  show  in  the  siibsidiary  accoiints  the  debit  made  to  each  for  Reserve 
for  Overhead,  so  the  Factory  Accounts  are  debited  in  detail  at  the  beginning  or  dose  of 
the  month  for  this  Charge,  and  the  amounts  are  all  entered  in  the  Factory  Accounts  (hJiit 
column.  Then  by  distribiiting  all  the  amounts  of  factory  direct  ex])ense  and  sup[)lies  of 
the  month  to  these  aiixiliary  colunins,  the  totals  of  the  various  colunins  may  be  entered 
on  line  eleven  of  the  Cost  Form  9-II  (see  pages  57  and  58)  as  the  “Department  Direct 
Supplies  and  Exiiense”  monthly  cost. 

In  accordance  with  our  previous  discussion,  each  transaction  will  have  eqiial  debits 
and  credits.  Therefore,  betöre  forwarding  the  Cash- Journal  to  the  next  page  the  book- 
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keepor  slionld  alwa.ys  see  that  tlie  book  is  in  balance.  The  totals  of  all  tlie  debit 
coliinins  shonld  be  added  together  and  mnst  eqnal  the  snin  of  tlie  totals  of  the  credit 
colnmns.  Thns,  for  page  10  of  tlie  Casli-Jonrnal  and  Purchase  Register,  the  debit  and 
credit  totals  are  as  follows: 


Dehits 

-|1,305.<S5 

26.05 

900.00 

192.90 

102.30 

1,022.25 

59.02 

70.50 
1,240.00 

12.  SO 

19.50 
7.85 


Credits 

12,201.85 

1,332.50 

1,454.85 

19.20 

78.78 


-15,087.18  15,087.18 

If  these  totals  add  np  to  the  sanie  anionnt  the  bookkeeper  niay  assnine  that  his  books 
are  arithinetically  correct,  thongh  this  does  not  prove  that  the  books  are  acconntingly 
correct.  ln  other  words,  the  bookkeeper  inay  have  charged  or  credited  the  wrong  ac- 
connt,  which  Avonld  nieaii  that  his  books  are  incorrect  froni  an  acconnting  standpoint; 
bnt  even  if  the  ainonnt  were  debited  or  credited  to  the  wrong  acconnt,  if  it  Avere  placed 
in  a debit  or  credit  colnnin,  respectively,  the  books  wonld  be  arithinetically  in  balance. 

As  AA'as  said  aboA^e,  the  totals  of  the  Factory  Accounts  debit  colnnins  are  not  in- 
clnded  in  inaking  this  jiroof  of  debits  and  credits.  These  colnmns,  hoAvever,  cau  be 
proA'ed  by  coniparing  the  snni  of  their  totals  AA'ith  the  arithnietical  total  of  tlie  iteins 
AAliich  have  been  distribnted  froni  the  Factory  Accounts  debit  colnmii. 

Mnch  additional  information  concerning  the  Cash-Jonrnal  and  Purchase  Register 
Avill  be  bronght  out  in  recording  the  December  transactions  in  the  books  (see  Part  III 
of  this  Treatise).  Full  exiilanatiou  of  detailed  bnsiness  entries  Avill  be  giA^en  at  that 
time.  The  general  scheine  and  purpose  of  the  book,  however,  bas  been  explaiued,  and 
the  jirincijde  on  Avhich  the  book  has  been  bnilt  is  to  get  the  most  and  best  information 
possible  Avith  the  least  anionnt  of  bookkee})ing  labor.  The  jiossible  criticism  of  Avaste 
space  is  negligible  Avhen  compared  Avith  the  amonnt  of  Auilnable  information  Avhich  the 
nse  of  the  book  Avill  produce  for  the  management  of  the  bnsiness. 

SALES  REGISTER 
(Form  B,  pages  17  and  18) 

The  Sales  Register  records  all  sales  niade.  It  also  records  the  cost  of  goods  sold, 
and  of  goods  going  into  mannfactnred  stock.  At  the  right  of  the  form  it  provides  for 
the  distribntion  of  sales  betAveen  the  different  departments  in  proportion  to  the  value 
of  the  Avork  done. 
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The  Sales  Eegister  will  be  found  ou  pages  17  and  18,  iiielnsive,  of  tlie  Deraonstni- 
tion  Book.  To  tlie  left  of  the  book,  linder  ^Hleneral  Ledger  Debiis,”  will  be  entered  the 
date  tlic  job  was  billed  to  tlie  cnstoiner,  the  bill  nuinber,  tlie  Job  nnniber,  the  naine  of 
the  Customer,  the  page  of  the  customer’s  accouiit  in  the  Sales  Ledger  to  whicli  the 
amonnt  was  posted,  and  the  amoiint  of  sale  cliarged  to  the  custonier  as  recorded  in 
the  Accounts  Keceivable  colunin.  A General  Ledger  colunm  is  also  provided  in  which 
will  be  eutered  the  value  at  cost  of  work  done  for  tlie  office,  tlie  cost  of  niänufactured 
stock  and  of  spoiled  work,  and  all  other  items  excejit  the  charges  to  Customers. 

The  items  entered  in  the  General  Ledger  colunin  will,  of  course,  be  posted  individu- 
ally  to  the  jiroiier  accounts  in  the  General  Ledger.  The  amounts  in  the  Accounts  Ke- 
ceivable colunin  are  posted,  as  stated  above,  to  the  individual  accounts  in  the  Sales 
Ledger,  while  the  colunin  will  be  posted  in  total  at  the  end  of  the  niontli  as  a debit  to 
the  Accounts  Keceivable  account  (No.  3,  page  2-f)  in  the  General  Ledger. 

It  will  be  observed  from  the  Sales  Kegister  (see  page  17 ) that  the  sales  are  entered 
in  the  order  in  which  the  jolis  are  billed  to  custoniers,  and  not  in  the  order  of  the  in- 
dividual job  record  numbers.  For  this  reasoii  the  bill  numbers  should  run  consecu- 
lively,  but  there  niay  be  litlle  relation  in  the  order  in  which  the  Job  numliers  appear  in 
that  colunin.  Both  job  and  bill  numbers  need  not  be  used  unless  desired,  though  such 
would  seeni  advisable,  and  both  are  illustrated  in  this  Sales  Kegister.  Nothing  is  en- 
tered in  this  book  until  the  goods  are  ready  to  be  shipped,  billed,  or  placed  in  stock. 

Olfsetting  these  amounts  under  “General  Ledger  Debits”  are  “the  General  Ledger 
Credits”  (see  page  17B) . The  amounts  here  are  credited  to  the  accounts  designated. 
All  regulär  sales  will  be  entered  in  the  Sales  colunm,  all  special  sales  in  the  Special 
Sales  column,  and  all  sales  of  waste  paper,  dross  metal,  or  “junk”  of  any  kind  sold  by  the 
business  would  be  entered  in  the  General  Ledger  column;  the  nanie  of  the  account  to 
be  credited  being  written  as  designated.  At  the  end  of  the  period  the  special  columns 
would  be  posted  in  total  to  the  General  Ledger  to  the  accounts  named,  while  the  ac- 
counts named  in  the  General  Ledger  column  would  be  credited  in  detail.  This  ])osting 
of  the  columns  under  “General  Ledger  Debits”  (page  17  j and  of  the  columns  under  “Gen- 
eral Ledger  Credits”  (page  17B)  makes  a complete  double  entry,  the  olfsetting  del)it 
and  credit  items  being  equal.  In  case  two  or  more  ])lants  are  operated,  a correspond- 
ing  “SALES”  colunin  for  eacli  plant  would  probably  be  carried  under  “General 
Ledger  Credits.” 


SALES  KEGISTER— COST  OF  SALES 

In  the  sjiecial  columns  under  “Factory  Ledger  Credits”  (pages  17  and  17A)  the 
deparl mental  and  material  costs  of  manufacturing  will  be  recorded.  The  departmental 
costs,  wldcli  are  taken  from  tiie  Individual  Job  Summary  (see  page  {)2),  are  average  or 
set-up  hour  costs  and  are  determined  by  the  records  of  Cost  Form  IJ-II. 

The  items  of  cost  as  summarized  on  tlie  Individual  Jol)  Summary  (observe  the 
filled-in  form  on  page  62)  are  entered  in  tiie  Sales  Kegister  as  the  cost  of  that  individ- 
ual job.  The  “cost  to  post”  items,  as  recorded  on  tlie  Summary,  are  entered  in  the  cor- 
responding  columns  under  “Factory  Ledger  Credits.”  The  total  cost  of  malerials  and 
departments  for  the  job  is  entered  in  the  Cost  Completed  Work  Debit  column  under 
“General  Ledger.”  To  this  Cost  Completed  Work  is  added  the  selling  Charge,  which 
is  here  arbitraiily  taken  as  I-Y2  per  ceut.,  and  this  selling  expense  is  entered  in  the 
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Selling  Charges  Debit  colunin.  The  total  cost  of  tlie  job,  inelndiiig  tbe  selling  expense, 
is  next  entered  in  tbe  Total  Cost  coliimn  (page  17B)  linder  “Snndries/’  Tliis  total  cost 
conijiared  with  tbe  selling  price  of  the  job  as  entered  in  tlie  Sales  colninn  nnder  “(leneral 
Li'dger  Credits,”  sbows  tlie  gaiu  or  loss  on  tbe  job.  Tbis  amount  of  gain  or  loss  is  en- 
tered in  the  Loss  or  the  Gain  coluinn  linder  ‘‘Sundries.”  Tbis  simple  inethod  of  entry 
is  nsed  for  eacli  job  inanufactured,  it  being  reinembered  tliat  no  entries  are  niade  iintil 
tbe  goods  are  ready  to  be  sliipped,  billed,  or  placed  in  stock. 

At  the  end  of  the  niontb,  or  period,  eacb  of  the  colunins  nnder  “Factory  Ledger 
t'redits”  (pages  17  and  17A)  is  totaled,  and  these  totals  are  posted  to  tbe  credit  of  tbe 
ri'spec'tive  acoonnts  in  tbe  Factory  Ledger.  The  total  of  tbe  Cost  Coinpleted  Work 
Debit  coluinn  is  posted  to  tbe  credit  of  tbe  Work  in  Process  accoiint  in  tbe  General 
Li'dger,  tbis  being  tbe  snni  of  tbe  totals  posted  to  tbe  Factory  accoiints,  and  tbiis  siini- 
inarizing  tlie  transactions  affecting  tbese  siibsidiary  accoimts.  Tbis  amount,  wbicb  also 
re]>resents  llie  cost  of  sales  for  tbe  niontb,  is  debited  to  tbe  Trading  acconnt  in  tbe  Gen- 
eral Ledger.  Tbe  total  selling  cbarges  absorbed  by  tbe  individual  jobs,  as  sbown  by  tbe 
Si'lli.ng  Cbarges  Debit  colunin,  are  debited  to  tbe  Selling  Cbarges  acconnt  and  crediled 
{()  Ibe  Selling  Expense.  Tbese  postiiigs  to  tbe  General  Ledger  tbus  give  two  complete 
double  entries,  viz. : 

Tuading 

To  AVouk  in  Procp]ss 

and 


Seiajng  Charges 

To  Selling  Exeense 

Tbe  various  colunins,  and  tbe  inforniation  contained  tberein,  will  be  illustrated  and 
explained  niore  fully  in  tbe  transactions  entered  in  tbe  books  for  tbe  Deceuiber  moutb 
(See  Part  111  of  tbis  Treatise). 

Tbe  Sundries  colunins  (page  17B)  are  not  posted,  but  bave  a Statistical  value  only. 
Tbey  are  not  neci'ssary  to  tbe  iloiible  entry  System,  but  inasmueb  as  tbey  sbow  the  loss 
or  gain  on  eacb  individual  job  tbey  are  valiiable  statistically  and  for  administrative 
purjioses.  Tbe  net  gain  or  loss,  as  sbown  by  tbe  differeuce  between  tbe  totals  of 
tbe  Loss  and  tbe  Gain  colunins,  is  tbe  sanie,  exclusive  of  discoiints  and  allowauces  made 
on  sales,  and  exclusive  of  tbe  over-absorption  or  under-absorption  of  tbe  selling  ex- 
penses,  as  tbe  net  operating  probt  sbown  by  the  Montbly  Incouie  Statement  (Form 
E-2,  page  14). 


SALES  KEGISTER— DISTKIBUTION  OF  SALES 

ln  response  to  a deniand  among  printers  for  a metbod  of  determining  tbe  gain  or 
loss  for  eacb  department  of  printing,  tbe  Distribution  of  Sales  columns,  as  sbown  on  tbe 
right  of  tbe  Sales  Register  (pages  17B  and  18),  bave  been  provided.  These  columns  fur- 
nisli,  statistically,  a means  of  determining  the  proüts  or  losses  accruing  to  the  busi- 
ness  froni  all  materials  iised  and  from  tbe  operations  of  eacb  department  in  the  plant. 
Tbese  colunins,  wbicb  correspond  to  the  special  columns  sbown  under  “Factory  Ledger 
Credits”  of  tbe  Sales  Register  (see  pages  17  and  17A),  will  sbow,  wben  compared  with 
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the  costs  recorded  in  these  other  cohiniiis,  tlie  net  profit  or  loss  arising  in  each  depaid 
ment,  i)rovided  that  tlie  distribntion  of  selling  priee  as  between  materials  and  depart- 
nients  has  been  niade  on  an  e(|uitable  basis. 

In  the  same  way  in  whicli  the  ainounts  plaeed  in  the  “Faetory  Ledger  Credits” 
speeial  colnmns  are  obtained  froni  the  Cost  to  Post  colunin  of  the  Individual  Job  Sum- 
inai-y  (Cost  Form  2,  i)age  (52),  so  the  amonnts  i)laeed  in  the  Distribution  of  Sales 
colnmns  are  obtained  from  the  Seil  to  Post  colunin  of  the  Individual  Job  Summaries 
of  the  period. 

The  amounts  entered  in  the  Seil  to  Post  colunin  niake  up  the  selling  price  of  the 
job.  Tliis  selling  jirice  for  materials  is  determined  by  taking  the  actual  cost  price 
thereof  ( including  freight  and  cartage  inward ) and  adding  a tixed  percentage  for  jirolit. 
In  the  case  of  the  operating  departments,  the  price  is  determined  by  taking  a tixed  sell- 
ing lu'ice  per  hour  and  multiplying  this  by  the  number  of  hours  i-eipiired  or  estimated  to 
do  the  Work  in  each  department. 

In  case  the  selling  price  has  not  been  quoted  in  advance  to  the  customer,  the  actual 
number  of  hours  required  to  do  the  work  in  each  dejiartment  would  )>e  multiplied  by 
the  tixed  selling  price  per  hour  of  the  department  and  the  amount  carried  into  the  Iteni- 
ized  Selling  Price  colunin  or  into  the  Seil  to  Post  colunin;  but  if  the  price  is  (juoted  in 
advance,  the  amount  entered  in  these  columns  will  be  determined  by  the  number  of 
hours  estimated  at  the  selling  price  to  do  the  work.  Therefore,  the  selling  price  may  be 
determined  either  after  the  Job  is  done  or  before  the  job  is  started.  In  the  bitter  case, 
the  number  of  hours  sold  must  be  an  estiniate  and  if  it  required  a longer  period  of  time 
to  do  the  work  than  was  estimated  the  department  may  shov/  a loss  on  that  part  of  the 
job. 

In  case  the  amount  of  time  actually  consumed  in  the  ])roduction  of  a given  piece  of 
work  varies  niore  or  less  from  a normal  amount  of  time,  the  projirietor  must  use  judg- 
ment  in  deterniining  the  selling  price.  This  arbitrary  deterniination  of  profit  and  loss 
for  the  d(>partments,  and  which  is  illustrated  on  the  Individual  Job  Summary  for  the 
first  job  entered  in  the  Sales  Eegister,  holds  true  for  all  jobs  and  would  be  determined 
in  the  same  nianner  as  sliown  for  this  Job  Summary. 

Tlie  Stock  Handling  Expense  must  be  added  to  the  cost  of  materials  used  (see  page 
7 of  the  Demonstration  Book,  or  Treatise  on  Standard  Cost  Finding  System — Ajijiendix 
and  the  jirolit  determined  on  the  total  amount.  For  illustrative  purposes  this  Stock 
Ibuidling  Exiiense  has  been  tigured  at  12)4  PPi'  of  the  cost  of  the  matm-ials.  On 

stock  an  arliitrary  profit  of  20  per  cent.  has  been  added  on  small  amounts,  and  10  jier 
Cent,  on  laige  amounts.  As  has  been  emphasized  before,  these  figures  are  illustrative 
oidy  of  the  piinciples  involved,  and  are  not  to  be  taken  as  in  any  way  deterniining 
the  procedure  of  the  individual  business. 

Selling  Expense  may  have  an  arbitrary  selling  price  entered  for  it,  or,  as  illus- 
-trated  on  tlre  Individual  Job  Summary  (see  page  02),  it  may  be  extended  at  cost. 

In  the  same  way  in  which  the  costs,  as  sliown  by  the  Cost  to  Post  colunin  in  the  In- 
dividual Jol)  Summary,  are  carried  to  the  “Factory  Ledger  Credit”  columns  in  the  Sales 
Eegister  (jiages  17  and  17A),  so  the  selling  juices  are  carried  from  the  Seil  to  Post 
colunin  to  the  “Distribution  of  Sales”  columns  (jiages  17B  and  18).  The  amounts  sliown 
in  the  “Distribution  of  Sales”  columns  will  total  the  same  as  the  several  Sales  columns 
linder  “General  Ledger  Credits”  (page  17B).  This  sum  of  the  individual  distribution 
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nuij  also  be  cntered  in  the  Total  colnimi  at  the  extreme  i-i<>lit  of  tlie  Sales  Register 
( page  18).  ICither  tliis  Total  eolumii  or  the  süm  of  the  “General  Ledger  Credits” 
colnmns  will  give  a check  on  the  arittimetical  accnracy  of  the  distribution. 

A Sales  Adjnstment  colnmii  is  provided  at  the  right  of  the  “Distribution  of  Sales.” 
In  this  coluinn  niay  be  entered,  if  desired,  such  anionnts  as  represent  the  difference 
between  the  actnal  billed  ])rice  and  the  total  of  the  amounts  entered  in  the  Seil  to  Post 
colunin  of  the  Individual  Job  Suminary.  Thus,  for  the  Job  sold  to  Silas  Marner  (see  In- 
dividual Job  Suminary,  page  62)  the  itenis  entered  in  the  Seil  to  Post  column  total 
1959.55.  Usually  the  Job  would  not  be  sold  at  this  exact  figure,  but  for  some  even 
ainount,  perhaps  1960.00.  As  illustrated  in  the  Sales  Register  (see  page  18)  the  |.45 
is  entered  in  the  Sales  Adjnstment  column.  The  correct  method,  perliaps,  is  to  re-dis- 
tribute  this  difference  over  all  the  manufactnring  departments  on  a percentage  basis, 
which  thus  shows  the  actual  selling  price  ])er  department  for  this  Job ; however,  such 
differences,  when  ])laced  in  the  Sal(\s  Adjnstment  colnmn,  show  by  how  niuch  the  indi- 
vidual Jobs  have  actually  been  sold  above  or  below  what  the  selling  ])rice  should  have 
beeil  Avlien  iisiiig  a tixed  selling  price  per  hour  rate.  In  this  way  the  Sales  Adjnstment 
column  serves  as  a barometer  to  show  the  pro])rietor  by  how  iniich  he  is  receiving  inore 
or  less  than  the  tixed  selling  rates.  As  noted  in  the  Sales  Register,  the  amounts  en- 
tered in  the  Sales  Adjnstment  column  in  black  figiires  show  an  extra  ])rofit  over  the 
regulär  selling  rates.  The  red  tignres  show  by  wliat  amonnt  the  actual  billed  jirice  is 
h*ss  than  the  regulär  selling  rates,  while  the  total  of  the  column  (the  difference  between 
the  black  and  red  figures)  designates  for  the  entire  month  the  ainount  received  for  sales 
over  or  linder  the  regulär  selling  rates. 

These  “Distribution  of  Sales”  amounts,  being  based  on  selling  rates  and  thus  made 
up  of  arbitrary  ligures,  must  not  be  posted  to  the  General  Ledger  or  to  any  other  book. 
At  the  end  of  the  monthly  ])eriod  the  special  colnmns  linder  “Distribution  of  Sales”  will 
be  totaled  and  these  totals  will  be  transferred  to  the  Suminary  of  Sales  for  Year  sheet 
( Porm  H,  pages  48,  49,  and  50)  and  placed  in  the  Sales  colunin  for  the  proper  month. 
This  distribution  gives,  statistically,  a nieaiis  of  comparing  the  cost  of  each  department 
of  printing  with  the  recorded  retiirns  of  that  department  for  the  period  considered,  but 
the  valiie  of  this  comparison  will  depend  largely,  or  entirely,  iipoii  the  degree  of  intelli- 
gence  and  judgment  iised  in  distribiiting  the  selling  price  between  materials  and  depart- 
ments— for  wliat  the  ciistomer  biiys  is  not  several  things  (with  an  Option  of  buying 
some  and  rejecting  others),  but  one  completed  product. 


SALES  REGISTER— MANUFACTURED  STOCK 

The  term  iManufactured  Stock,  as  here  used,  ai)plies  to  goods  manufactured  in  qnan- 
tities,  such  as  laliels,  blank  forms,  stock  posters,  etc.,  and  placed  in  stock,  froin  which 
sales  are  made  froni  time  to  time,  and  upon  which  additional  work,  such  as  iniprint- 
ings,  niay  or  may  not  be  doiie.  If  a business  niaiiiifactures  and  places  goods  in  stock, 
the  method  of  entering  such  Job  Summaries  in  the  Sales  Register  will  vary  somewhat 
from  the  melliod  ex])lained  when  the  job  is  shii)ped  or  billed  out  to  the  ciistomer,  and 
will  reqiiire  more  detailed  bookkeeping — -especially  if  an  attemjit  is  made  to  record 
Profits  by  departments  on  work  done  on  Orders.  Therefore,  while  it  is  necessary  here 
to  explain  this  brietiy,  the  reader  who  does  not  have  manufactured  stock  to  deal  with 
may  well  pass  by  this  section,  and  eliminate  mentally  all  the  manufactured  stock  col- 
unins  from  the  Sales  Register  as  illustrated.  Instead  of  being  charged  to  a ciistomer, 
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tlie  completed  Job  imiy  be  eiiterert  as  JManufactui-ed  Stock  in  tbe  General  Ledger  eohiinn 
under  ‘‘General  Ledger  Debits”  ( page  17  ).  The  words  “Mannfaetnred  Stock,”  or  sonie 
similar  description,  will  be  written  in  the  Explanation  colnnin  and  tlie  price  entered  for 
the  job  will  be  cost  price  and  not  selling  price.  The  anionnt  will  be  checked  (V)  in 
the  folio  column,  and  will  not  be  posted  froin  this  section  of  the  Sales  Register. 

Tliis  cost,  which  will  be  taken  froin  the  Cost  to  Post  colnnin  of  the  Individual 
Job  Sumniary  (tlie  selling  price  columns  will  not  be  used  for  inannfactured  stock 
Orders),  will  be  distribnted  to  the  various  material  and  deiiartniental  colnnins  under 
“Factory  Ledger  Credits”  in  the  same  way  in  which  any  other  Job  Suininary  would 
be  distribnted.  The  total  of  the  ainount  distribnted,  which  is  the  total  cost  of  the 
inannfactured  stock,  will  be  placed  in  the  Mannfactnred  Stock  Factory  Cost  Debit  col- 
nnin,  under  “General  Ledger.”  The  total  of  this  Mannfactnred  Stock  Factory  Cost 
Debit  column  will  be  posted  at  the  end  of  the  montli  to  the  debit  of  the  Mannfactnred 
Stock  acconnt  (No.  5,  page  24)  and  to  the  credit  of  the  Work  in  Process  acconnt  (No.6, 
page  25)  in  the  General  Ledger,  and  this  gives  all  the  desired  results  (namely,  a debit 
to  the  Mannfactnred  Stock  acconnt  and  a credit  to  the  AVork  in  Process  acconnt  for  the 
cost  of  the  work  done)  so  far  as  the  General  Ledger  acconnts  are  concerned.  Likewise, 
the  distribntion  of  the  cost  of  such  Jobs  in  the  “Factory  Ledger  Credits”  columns  gives 
the  detailed  snbsidiary  acconnts  in  the  Factory  Ledger  credit  for  the  work  done. 

In  a printing  bnsiness  mannfacturing  stock  goods  these  Job  Summaries  will  be 
entered  in  the  Sales  Register  with  the  Individual  Job  Summaries  of  customers,  all 
Jobs  being  entered  in  the  order  of  their  completion.  The  snm  of  the  Mannfactnred 
Stock  Factory  Cost  Debit  column  and  the  Cost  Completed  Work  Debit  column  at  the 
end  of  the  period  will  equal  the  snm  of  the  Factory  Ledger  Credits  columns  and  will  be 
the  total  credit  to  the  AA'ork  in  Process  acconnt  for  all  Orders  which  have  been  com- 
pleted dnring  the  period  and  which  either  have  been  sold  or  have  been  placed  in  stock. 

As  this  cost  of  mannfactnred  stock  has  been  distribnted  in  the  varions  material 
and  departmental  columns  under  “Factory  Ledger  Credits”  as  tlie  goods  were  jiroduced, 
it  is  also  necessary,  when  attempt  is  made  to  get  ])rotits  or  losses  for  material s and  by 
departments  for  the  period,  to  show  this  cost  of  mannfactnred  stock  in  the  varions  ma- 
terial and  departmental  columns  under  “Distribntion  of  Sales”  (pages  1TP>  and  18). 
Glherwise  the  cost  colnmns  would  contain  the  distribntions  for  more  Jobs  than  would  be 
fonnd  in  the  “Distribntion  of  Sales”  columns,  and  this  would  iiiean  that  no  adeipiate 
comparison  conld  be  made  for  profits  and  losses  by  departments.  Therefore,  all  Mann- 
factnred Stock  Individual  Job  Snmmaries,  which  have  been  entered  in  the  Sales  Regis- 
ter cost  colnmns  under  “Factory  Ledger  Credits,”  are  also  carried  at  cost  to  the  re- 
spective  colnmns  under  “Distribntion  of  Sales.”  A comparison  then  of  the  colnmns 
under  “Factory  Ledger  Credits”  and  under  “Distribntion  of  Sales”  will  show  the 
losses  or  gains  on  materials  and  operating  deiiartments  for  the  tjoods  actualtij  sold 
customers,  there  being,  of  conrse,  no  jirotit  or  loss  shown  on  the  Mannfactnred  Stock 
acconnt,  for  that  acconnt  represents  goods  in  stock  and  nnsold. 

AAJien  the  Mannfactnred  Stock  Summaries  are  carried  to  the  “Distribntion  of 
Sales”  colnmns,  the  total  of  the  Individual  Job  Snmmary  will  be  entered  at  cost  (for 
there  is  no  selling  price  figured  on  a job  of  this  kind ) in  the  Mannfactnred  Stock 
Factory  Sales  column  under  “General  Ledger  Credits.”  The  total  of  this  column 
will  be  checked  ( V ) at  the  end  of  the  period.  The  resnlt  of  the  postings,  so  far  as 
mannfactnred  stock  is  concerned,  has  been  to  debit  the  Mannfactnred  Stock  acconnt 
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foi-  tlie  eost  of  llie  inaiinfactnred  stock  and  to  credit  the  Work  in  Process  account  for 
the  cost  of  tlie  work  done. 

As  niay  be  seen  froin  a careful  inspection  of  tlie  Sales  Register  in  the  Demonstra- 
tion P>ook,  it  is  necessary  to  enter  the  mannfactured  stock  at  cost  price  in  the  Manu- 
factnred  Stock  Factory  Sales  colninn  in  Order  to  prove  the  arithmetical  accnracy  of  the 
malei-ials’  and  operating  departinents’  colnmns  ander  “Distribution  of  Sales” ; other- 
wise  there  is  no  reason  for  entering  this  as  a sale  (at  cost)  nntil  the  mannfactured  stock 
is  actually  sold.  Dy  entering  the  amount  of  the  mannfactured  stock  Job  summary  in 
the  (leneral  Ledger  column  ander  “General  Ledger  Debits”  (page  17)  and  also  in  the 
Alauufactured  Stock  Factory  Sales  column  ander  “General  Ledger  Credits”  (])ago 
17P>  ) the  sum  of  the  totals  of  all  columns  ander  “General  Ledger  Debits”  prove  with 
the  sum  of  the  totals  of  all  columns  under  “Genei-al  Ledger  Credits.”  The  sum  of  the 
totals  of  the  columns  under  “General  Ledger  Credits”  prove,  likewise,  Avith  the  sum 
of  all  column  totals  under  “Distribution  of  Sales”  ( pages  171>  and  18),  and  the  aritli- 
metical  accnracy  of  the  book  is  assured.  It  is  entirely  feasible  to  use  the  amounts 
of  mannfactured  stock  entered  in  the  “General  Ledger  Debits”  and  “General  Ledger 
Credits”  columns  as  Statistical  figures  only,  and  not  to  carry  them  to  the  General 
Ledger.  This  method  the  bookkeeper  should  adoi)t  in  handling  mannfactured  stock 
amounts. 

Now  if  the  process  of  entering  the  mannfactured  stock  Individual  Job  Sum- 
maries in  the  Sales  Register,  and  if  the  reason  for  entering  the  cost  figures  in  the  sev- 
eral  columns  both  under  “Factory  Ledger  Credits”  and  under  “Distribution  of  Sales” 
is  thoroughly  understood,  the  bookkeeper  should  have  no  ti'ouble  in  posting'the  manu- 
factured  stock  item  only  from  the  Mannfactured  Stock  Factory  Cost  Debit  column  ap- 
pearing  under  “General  Ledger”  (page  17A),  and  to  use  the  other  amounts  as  means 
only  of  proving  the  arithmetical  accnracy  of  the  cost  and  of  the  sales  distribution 
columns. 

The  amount  of  the  Mannfactured  Stock  Summaries  should  also  be  entered  at 
cofit  in  the  Total  column  at  the‘  extreme  right  of  the  Sales  Register  (page  18).  The 
Distribution  of  Sales  columns  may  be  proved  by  finding  the  sum  of  the  totals  of  the 
distribulion  columns  and  com])aring  that  amount  with  the  sum  of  the  Total  column  at 
the  extreme  right  of  the  form. 

When  the  mannfactured  stock  is  taken  from  the  shelves  and  sold  direct,  or  goes 
to  the  factory  for  more  work  to  be  done  thereon,  it  will,  when  billed  to  Customers,  be 
entered  at  the  sale  ])rice  in  the  Accounts  Receivable  column  under  “General  Ledgei* 
Debits”  (])age  17).  The  cost  of  the  additiona]  work  done  will  be  credited  to  the  depart- 
ments  under  “Factory  Ledger  (h-edits”  (pages  17  and  17A),-while  the  total  cost  of  the 
additional  work  will  be  entered  in  the  Cost  Comj)leted  Work  Debit  column  (page  17A), 
where  it  becomes  a debit  to  the  Trading  account  (No.  38,  page  31)  and  a credit  to  the 
Work  in  Process  account  (No.  6,  page  25).  Then  on  page  17R,  in  the  General  Ledger 
column  under  “General  Ledger  Credits”  an  en(ry  will  be  made  debiting  Trading  account 
and  crediting  Manufactui'ed  Stock  for  the  cost  of  the  mannfactured  stock  used  for  this 
Order.  The  total  selling  price  will  be  credited  to  Sales  account  in  the  Sales  column 
(l)age  17B)  under  “General  Ledger  Credits.”  The  mannfactured  stock  portion  of  the 
completed  Order  should  be  sold  at  a profit,  and  the  proßt  on  this  mannfactured  stock 
used  will  be  entered  in  the  Mannfactured  Stock  column  ( the  column  at  the  extreme  left, 
under  “Distribution  of  Sales,”  page  17B),  bnt  the  cost  of  the  manufacturcd  stock  should 
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not  he  distrihutcd  a seeond  time  to  tlie  ^‘Distribution  of  Sales”  colnnms,  as  tlie  cost 
price  thereof  was  distributed  wlieii  tbe  Maiiufactured  Stock  Job  Snniinary  was  tirst  eii- 
tered  iu  the  Sales  Register. 

The  additiona]  tvorJc  done  on  tbe  stock  will  be  credited  to  the  various  Operating 
Departments  ( niider  “Distribution  of  Sales” ) at  the  selling  rates.  The  “Distribution 
of  Sales”  colninns  may  now  be  proved  by  taking  the  total  of  the  Sales  colnnin,  plus  the 
tofal  of  the  Mannfactnred  Stock  Factory  Sales  colnnin,  plus  the  total  of  the  Special 
Sales  colnnin,  plns  aiiy  sales  in  the  General  Ledger  colnnin  (all  nnder  “General  Ledger 
Gredits,”  page  17R)  minus  all  credits  at  cost  to  mannfactnred  stock  entered  in  the 
General  Ledger  colnnin.  The  credits  at  cost  to  mannfactnred  stock  have  to  be  dedncted 
froni  the  total  of  the  various  Sales  columns,  because  the  mannfactnred  stock  is  inclnded 
in  the  anionnt  of  the  sale  niade,  bnt  this  same  mannfactnred  stock  is  not  inclnded  in  the 
Distribution  of  Sales  columns  (having  been  inclnded  in  the  distribntion  columns  when 
the  mannfactnred  stock  was  prodnced).  This  will  give  the  same  resnlt  as  will  be  ob- 
tained  by  tinding  the  snni  of  the  totals  of  the  “Distribntion  of  Sales”  columns.  AVhile 
this  metiiod  of  proving  seenis  qnite  complicated  if  read  from  the  Treatise  alone,  it  will 
be  fonnd  coniiiaratively  simjile  if  the  reader  will  refer  at  the  same  time  to  the  “General 
Ledger  Credits”  and  “Distribution  of  Sales”  columns  in  the  Sales  Register.  The  nse 
of  the  Total  colnnin  at  the  extreme  right  (page  18)  of  the  Sales  Register,  as  stated 
betöre,  will  be  of  assistance  in  proving  the  arithmetical  acenracy  of  the  “Distribn- 
tion of  Sales”  columns.  The  porlion  of  such  sale,  in  which  mannfactnred  stock  is  nsed, 
to  be  entered  in  the  “Total”  colnnin  is  the  total  sale  less  the  cost  of  the  mannfactnred 
stock  nsed  ( which  has  been  distributed  previonsly). 


THE  TRIAL  BALANCE 
(Form  D,  page  20  and  page  40) 

The  Trial  Balance,  as  the  name  implies,  is  a Statement  of  the  Ledger  acconnts  in 
double  entry  bookkeeping  to  ascertain  if  the  total  debits  and  total  credits,  as  posted  to 
the  Ledger,  are  eqnal.  ln  other  words,  it  is  to  prove  the  accnracy  of  the  posting,  and 
determines  whether  the  debits  and  credits  as  previonsly  entered  in  the  Books  of  Orig- 
inal Entry  have  been  carried  to  the  proper  side  of  the  Ledger  acconnts. 

The  Trial  Balance  slionld  be  prepared  after  the  books  of  the  bnsiness  have  been 
liosted  bnt  before  the  closing  entries  have  been  niade  and  will  show  in  parallel  nioiiey 
columns  eitber  the  total  debit  and  credit  of  each  Ledger  account,  or  the  difference  be- 
tween  the  debit  side  and  the  credit  side  of  each  acconnt.  If  the  tirst  niethod  is  eni- 
jiloyeil  it  is  called  a Trial  Balance  of  “Totals,”  while  if  the  latter  form  is  nsed  the  Trial 
Balance  is  one  of  “Ditferences.” 

As  has  just  been  said,  the  Trial  Balance  proves  that  the  items  in  the  Books  of  Orig- 
inal Entry  liave  been  carried  to  the  correct  side  of  the  Ledger  acconnts;  that  is,  that 
the  debits  and  credits  are  arithmetically  correct.  Bnt  the  Trial  Balance  does  not  iirove 
that  the  anionnts  entered  in  the  Books  of  Original  Entry  have  been  posted  to  the  projier 
Ledger  acconnt,  or  that  the  projier  acconnts  were  debited  or  credited  in  the  beginning 
— in  other  words,  the  Trial  Balance  does  not  prove  that  the  books  are  acconntinf/h/  cor- 
rect. Ilowever,  the  bookkeeper  nsnally  assnnies  that  his  Ledger  is  correct  if  the  “Trial 
Balance  proves.” 
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Ou  page  20  of  tlie  Demonstration  Book  will  be  fonnd  a Trial  Balance  for  tlie  be- 
ginning  of  tbe  montli  for  wliich  the  illustrative  trausactions  are  entered  in  tlie  books 
and  records  of  the  Standard  Accounting  System;  tliis  is  a Trial  Balance  of  differences. 
Tlius,  in  the  Cash  account  only  the  debit  balauce  is  sliown,  wliile  in  a Trial  Balance 
of  “total s”  the  total  of  the  debit  side  and  the  total  of  the  credit  side  of  the  Ledger 
account  would  be  giveu.  It  is  usually  considered  preferable  to  take  a Trial  Balauce 
of  “dilferences/’  for  it  is  the  net  result  of  business  trausactions  on  any  account  in  which 
the  jiroprietor  is  usually  interested.  On  page  40  of  the  Demonstration  Book  Avill  be 
fonnd  the  Trial  Balance  at  the  end  of  the  month  for  which  these  illustrative  trans- 
acliüiis  were  entered  in  the  books.  This  again  is  a Trial  Balance  of  dilferences  and 
reference  to  any  of  the  Ledger  accounts  named  therein  will  readily  show  what  the  dif- 
ference  would  be  between  taking  a Trial  Balance  of  dilferences  and  a Trial  Balance  of 
totals  ln  this  later  Trial  Balance  many  of  the  operatiiig  accounts  have  not  yet  been 
closed  into  the  Löss  and  Gain  account. 

While  a Tiial  Balance  should  be  taken  at  each  monthly  closing  period  in  order 
to  ])i‘ove  the  arithmetical  accuracy  of  the  books  before  making  up  the  Income  State- 
ment or  Balance  Sheet,  the  hoohkerper  must  remcmhcr  that  the  Trial  Balance  does  not 
prove  the  accounting  accuracg  of  his  hooks.  Suppose,  for  instance,  that  the  Cash  ac- 
count had  been  debited  for  .fi,000.00  when  the  debit  should  have  been  made  to  the 
Accounts  Keceivable  account,  or  to  the  Work  in  Process  account.  Is  there  anything 
in  the  Trial  Balance  on  page  40  which  would  reveal  that  the  wrong  account  had  been 
debited  for  the  .fl, 000.00  item?  Thus,  while  no  one  doubts  the  usefulness  of  the  Trial 
Balance,  bookkee])ers  must  be  educated  away  from  the  idea  that  a Trial  Balance  which 
balances  is  absolute  proof  that  their  books  are  accountiiigly  correct. 


ABSTKACTS  OP  SÜBSIDIAKY  LEDGEBS 
(Eorm  D-1,  page  21  and  page  41) 

The  ])rinciple  of  the  Controlling  account  has  already  been  discussed.  It  was  stated 
there  that  the  balauce  of  the  C'ontrolling  account,  at  the  end  of  the  month  or  period 
linder  consideration,  must  equal  the  sum  of  the  balances  of  the  accounts  in  the  Subsid- 
iary  Ledger  which  it  Controls.  That  is,  the  balauce  of  the  Accounts  Keceivable  account 
must  eijual  the  sum  of  the  lialances  of  the  Customers’  accounts  in  the  Sales  Ledger. 
The  same  is  true  in  regard  to  the  Accounts  Payable  and  Work  in  Process  accounts  in 
their  relation  to  the  Purchase  Ledger  and  Factory  Ledger,  respectively.  In  order  to 
be  certain  that  such  is  the  case  it  is  usual  to  prepare  at  the  end  of  the  month  what  is 
commonly  called  in  bookkeeping  an  Abstract  of  the  Subsidiary  Ledger.  This  Abstract 
is  not  hing  more  or  less  than  a list  of  the  Subsidiary  Ledger  accounts’  balances  and  it 
Shows  the  total  of  those  balances  to  be  in  agreenient  with  the  Controlling  account  bal- 
auce in  the  General  Ledger.  Thus,  on  page  21  of  the  Demonstration  Book  there  will 
be  fonnd  the  Abstracts  of  the  Subsidiary  Ledger.*^  at  the  beginning  of  the  month  for 
which  the  illustrative  trausactions  are  entered  in  the  books.  In  each  oase,  it  will  be 
ob.served,  the  total  of  the  Subsidiary  Ledger  Abstract  agrees  with  the  balauce  of  the 
res])ective  Controlling  account  as  shown  in  the  Trial  Balance  (and  in  the  General 
Ledger  as  well ) on  the  previous  page. 

These  Abstracts  are  ofteii,  or  usually,  attached  to  the  ])eriodic  Balance  Sheet  as 
sup])orting  schedules,  for  they  euable  the  proprietor  to  see  at  a glance  that  the  amount 
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of  the  Controlling  acconnt  appearing  in  tlie  Balance  Slieet  agrees  with  tlie  snm  of  the 
detailed  acconnts  appearing  in  the  Snbsidiary  Ledger. 

These  Abstracts  are  also  desirable  becanse  they  show  in  detail  the  amounts  dne 
froni  varions  cnstomers,  the  amounts  owed  various  creditors,  and  the  amonnt  of  work 
in  process  in  each  of  the  various  departmeuts  of  the  plant. 

On  page  41  will  be  fonnd  the  Abstracts  of  Subsidiary  Ledgers  at  the  dose  of  the 
month.  These  again  agree  with  the  balances  of  the  Controlling  accoUnts  appearing  in 
tlie  Trial  Balance  as  of  Deceiuber  31st  (page  40).  They  also  agree  with  the  lialance 
of  the  Controlling  acconnts  shown  on  the  Balance  Sheet  ( jiage  45)  and,  as  stated 
above,  furnish  a val nable  supporting  exhibit  to  these  Controlling  acconnts  on  the  State- 
ment of  Financial  Condition. 

While  not  necessary  to  any  bookkeeping  System,  such  schednles,  or  abstracts,  are 
fonnd  most  valnable  and  shonld  always  be  prepared.  It  is  strongly  recommended  by 
the  United  Typothetae  of  America  that  all  bnsinesses  nsing  the  Standard  Acconnting 
System  shonld  prepare  these  supporting  schednles*  or  abstracts  for  the  Controlling  ac- 
connts appearing  in  their  General  Ledger. 


GENEBAL  LEDGER 
(Form  C,  pages  24  to  31  inclusive) 

The  General  Ledger  is  the  most  important  single  book  in  any  acconnting  System. 
It  is  rightly  called  the  “sninmary  book  of  the  bnsiness”  for  it  shows  the  total  assets, 
liabilities,  proprietorship,  incomes,  and  expenditnres,  and,  if  snbsidiary  ledgers  are  not 
nsed,  the  acconnts,  which  ordinarily  are  not  carried  in  the  General  Ledger,  are  shown 
in  mncli  detail.  Therefore,  it  is  necessary  to  nnderstand  thoronghly  the  meaning  and 
the  nse  of  each  acconnt  as  illnstrated  in  the  Ledger  of  the  Standard  Acconnting  S3\s- 
tem. 

On  page  23  is  an  index  of  the  fonr  ledgers  recommended  by  this  acconnting 
System.  It  is  recommended  that  all  ledger  acconnts,  both  of  the  main  and  of  the  snb- 
sidiary ledgers,  be  indexed  carefnlly  and  thoronghly,  for  it  is  desirable  to  be  able  qnickly 
to  locate  any  acconnt. 

Each  ledger  acconnt  will  now  be  explained  in  detail.  If  the  meaning  and  nse  of 
the.se  acconnts  are  thoronghly  nnderstood,  any  printer’s  l)Ookkeej)er  shonld  have  litlle  or 
no  tronble  in  the  Operation  of  the  System. 


CASH  (BANK) 

(Account  No.  1,  page  24) 

The  balance  of  this  acconnt  at  the  beginning  of  the  month  agrees  with  the  balance 
shown  on  the  opening  Trial  Balance  (Form  I),  page  20).  This  amonnt  is  also  listed 
in  the  Deposits  column  of  the  Cash- Journal  and  1‘nrchase  Register  (page  10),  and 
represents  tlie  balance  of  the  bank  cash  carried  over  fi-om  the  last  montli,  oi'  jiei-iod. 
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The  accoiint  will  he  debited  for  all  reeeipts  of  cash  foi-  the  nionth  as  posted  from  the 
(hish  dehit  coluiuii  of  the  Cash- Journal  (see  page  14),  and  will  be  credited  for  all  dis- 
bursenients  for  the  nionth  as  shown  by  the  Cash  credit  colnmn  of  the  Cash-Journal 
(see  page  14). 

The  balanee  of  the  aecount  at  the  end  of  the  nionth  should  be  proved  with  the 
aniount  of  cash  reported  by  the  bank,  by  deducting  from  that  ainount  the  outstanding 
cheeks  at  the  end  of  the  jieriod  and  adding  the  undeposited  checks  in  the  cash  drawer. 
The  ainount  will  also  ajipear  in  the  closing  Trial  Balance  of  the  nionth  (page  40),  and 
in  the  Balance  Sheet  as  of  Deceiuber  31st  (page  45).  This  closing  balanee  Avill  also 
be  recorded  in  the  Bank  I)e])osit  coliiinn  in  the  Cash- Journal  and  Purchase  Register 
at  the  beginning  of  the  new  period.  ^ 

The  best  business  practice  requires  all  cash  received  to  be  deposited  and  all  disburse- 
inents  from  the  niain  Cash  account  to  be  iiiade  by  check.  If  this  policy  is  adopted  and 
strictly  adheml  to,  the  Cash  account  in  the  Ledger  will  always  be  in  agreenient  with 
the  Bank  columns  at  the  extreme  left  of  the  Cash-Journal  and  Purchase  Register.  The 
accounts  should  be  balanced  monthly,  as  illustrated,  and  the  balanee  carried  forward 
as  the  starting-i)oint  for  the  new  nionth. 


CASH  (PETTY) 

(Account  No.  2,  page  24) 

As  just  said  above,  under  no  consideratioii  should  njpney  entered  on  the  Cash  Book 
be  paid  out  except  by  check.  It  is  obviou.s,  however,  that  there  will  be  iiiany  small 
itenis  of  oftice  expense,  such  as  iiostage,  carfare,  exiiress,  and  possibly  sonie  freight  itenis 
which  could  not  well  be  paid  by  check;  therefore,  the  inethod  ordinarily  used  is  to  pro- 
vide  what  is  known  as  a l‘etty  Cash  Fuüd. 

A regulär  check,  niade  payable  to  Petty  Cash,  is  drawn  on  the  bank  account.  The 
aniount  will  be  entered  in  the  Cash-Journal,  being  credited  to  “Cash”  and  charged  to 
the  l’etty  Cash  account  in  the  (’leneral  Ledger  colnmn,  while  the  check  will  be  cashed  at 
the  bank  and  the  aniount  placed  in  the  cash  drawer  for  office  use.  This  aniount  is  no 
longer  considered  as  a part  of  the  general  Cash  balanee  and  is  not  taken  into  account  in 
agreeing  the  general  Cash  account  with  the  bank  balanee  at  the  end  of  the  period. 

As  small  itenis  of  expense  now  occur  which  cannot  well  be  paid  by  check,  they  are 
jiaid  from  the  Petty  Cash.  Signed  receipts  or  vonchers  are  taken  from  tliose  receiv- 
ing  the  money.  At  the  end  of  the  nionth,  or  at  any  time  during  the  month,  the  cash 
in'^the  petty  cash  drawer,  plus  the  suni  of  the  signed  receipts  or  vouchers,  must  equal 
the  original  aniount  placed  in,  and  charged  to,  the  Petty  Cash  fund.  At  the  end  of 
the  period,  or  at  other  convenient  tinies,  a regulär  voucher  niay  be  niade  out  for  the  suiii 
of  these  receipts  and  entered  in  the  Cash- Journal  (see  sixth  entry,  page  11;  also  fourtli 
entry  from  bottoni,  page  12).  The  various  expenses  are  debited  in  the  proper  Distri- 
bution columns  and  “Cash”  is  credited  in  the  Cash  credit  colunin  for  the  exact  aniount 
spent,  thus  replenishing  the  fund.  When  the  check  thus  drawn  on  the  general  Bank  ae- 
count is  cashed  and  the  money  placed  in  the  petty  cash  drawer  the  petty  cash  fund 
will  have  again  the  original  aniount  charged  to  it.  No  change  has  taken  place  in  the 
Petty  Cash  account  in  the  Ledger,  that  figure  reniaining  stationary  after  the  first  entry 
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lias  beeil  made  in  the  General  Ledger,  except  as  tbe  niaxininm  easli  drawer  fand  is 
actiially  increased  or  decreased  froin  time  to  time. 

It  is  not  necessary  that  tliis  account  be  kept,  or  tliat  a petty  casli  fnnd  be  nsed  in 
Connection  witli  the  Standard  Acconnting  System.  However,  it  is  tbe  nsnal  ex- 
])erience  tliat  sonie  such  fand  is  necessary  in  carrying  on  any  basiness,  and  it  is  recom- 
mended  tliat  tliis  metbod  of  bandling  the  Petty  Cash,  known  as  the  Imprest  System,  be 
ased  in  connection  witli  the  Standard  Acconnting  System. 


ACCOUNTS  RECEIVAPLE  (SALES  LEDGER) 

(Account  No.  3,  page  24) 

The  Accounts  Receivable  accoant  is  the  Controlling  accoant  for  the  Sales  Ledger. 
The  halance  of  the  accoant  at  the  heginning  of  the  period  is  the  sam  of  the  halances  of 
Castomers’  accoants  earried  over  froin  the  old  iiionth.  The  acconnt  will  he  dehited  dar- 
ing  the  iiionth  for  the  sam  of  all  charges  made  to  Castomers’  accoants.  These  dehits 
will  he  posted  from  the  Accoants  Receivable  eolamn  in  the  Sales  Register  (page  17)  or 
froin  the  Accoants  Receivable  Debit  eolamn  in  the  Cash-Joarnal. 

As  Customers  pay  their  accoants  the  payments  are  entered  in  the  Cash-Joarnal  and 
are  credited  to  the  proper  castomer  in  the  Accoants  Receivable  credit  eolamn.  The 
total  of  tliis  eolamn  is  posted  at  the  end  of  the  month  to  the  credit  of  the  Accoants  Re- 
ceivahle  account  in  the  General  Ledger. 

As  the  items  making  np  these  total  dehits  and  credits,  respectively,  have  heen 
posted  to  the  various  Customers’  accoants  in  the  Sales  Ledger,  it  is  obvioas  that  the 
General  Ledger  account  Controls  or  summarizes  the  accoants  in  the  sahsidiary  ledger. 
The  halance  of  the  accoant  at  the  end  of  the  month,  which  is  an  asset  of  the  basiness, 
and  which  summarizes  the  closing  halances  of  the  accoants  in  the  Sales  Ledger,  will  he 
foand  on  the  Balance  Sheet  (page  45)  and  shoald  he  sapported  hy  a schedale  of  the 
Sales  Ledger  (as  shown  on  page  41). 


NOTES  RECEIVABLE 
(Account  No.  4,  page  24) 

This  asset  accoant  will  show  as  a halance  at  the  heginning  of  the  month  the  face 
valae  of  all  notes  hehl  against  others.  In  regard  to  Notes  Receivable  (and  to  Notes 
Payahle  as  well)  the  hookkeeper  mast  always  hear  in  mind  that  the  amoants  either  of 
dehit  or  of  credit  mast  he  entered  at  the  face  valae  of  the  notes.  All  additions  thereto 
in  the  form  of  interest,  or  all  discount  deductions  therefrom  mast  be  recorded  in  special 
accoants.  This  account  will  he  dehited  and  credited  through  the  General  Ledger 
colamns  in  the  Cash-Joarnal.  The  halance  of  the  account  at  the  end  of  the  month, 
again  representing  an  asset  of  the  basiness,  will  be  shown  on  the  Balance  Sheet  among 
the  current  assets  (see  page  45).  In  case  notes  are  discoanted  they  shoald  he  credited 
to  a Notes  Discoanted  accoant,  for  discoanted  notes  are  a contingent  liahility  to  the 
basiness.  The  Notes  Discoanted  accoant  will  he  dehited  and  the  Notes  Receivable 
accoant  credited  when  the  paper  is  taken  up  hy  the  maker. 
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MANUFACTURED  STOCK 
(Account  No.  5,  page  24) 

Tliis  asset  account  will  sliow  a debit  balance  at  the  beginning  of  the  montli  wbich 
is  equal  to  the  cost  price  of  all  inauufactiired  stock  in  tlie  possession  of  the  bnsiness.  As 
stock  is  inannfactnml  and  pnt  on  the  sbelves  it  will  be  cbarged  at  tbe  cost  i)i-ice  to  the 
'Nlannfactnred  Stock  account,  and,  as  exidained  in  tbe  discnssion  of  the  Sales  Register 
(see  i)age  30  of  Treatise),  tbe  account  will  be  ci-edited  at  cost  for  all  stock  sold.  Tbe 
balance  of  tbe  account,  wbicb  will  be  carried  as  an  asset  on  tbe  Balance  Sheet,  wonld 
be  the  book  value  of  stock  on  band. 


WORK  IN  PROCESS  (FACTORY  LEDGER) 

(Acconnt  No.  6,  page  25) 

This  account  is  tbe  Controlling  account  for  the  Factory  Ledger.  The  balance  at 
the  beginning  of  the  nionth  is  an  asset  of  the  business,  and,  as  shown  by  the  abstract  of 
the  Factory  Ledger  (page  21),  is  the  suin  of  all  the  balances  shown  by  the  factory  ac- 
connts  as  of  that  date.  The  account  is  debited  for  the  suin  of  all  debits  made  to  the 
factory  accounts,  the  ainonnt  being  posted  at  the  end  of  the  monthly  period  from  the 
Factory  Accounts  debit  column  in  the  Cash- Journal  and  Purchase  Register  (see  page 
14  j.  This  debit  for  the  nionth  represents  the  cost  of  niaterials  nsed,  the  labor  cost  for 
the  i)eriod,  and  the  cost  of  all  the  flxed  and  variable  charges.  In  addition,  the  aniount 
includes  the  total  of  all  adjustinent  entries  made. 

These  adjustinent  entries  will  now  be  explained.  Reference  to  the  Cash-Jouimal 
will  Show  that  during  the  nionth  certain  charges  are  made  to  the  General  Factory  Ex- 
jieiise  acconnt  (No.  45,  page  33).  These  charges  are  entered  for  the  most  part  in  the 
General  Factory  Expense  column,  under  ‘‘Factory  Ledger  Debits.”  In  addition,  the 
payroll  Charge  ot‘  |200.0()  for  Superintendent  is  made  (see  second  entry,  page  13)  through 
the  Factory  Accounts  debit  column  direct  to  the  General  Factory  Expense  acconnt. 
All  amounts,  therefore,  which  are  debited  to  tlie  General  Factory  Expense  account  have 
al  ready  been  included  as  a debit  to  the  Work  in  Process  acconnt  because  these  amonnts 
liave  beeil  inclnded  in  the  itenis  entered  in  the  Factory  Accounts  debit  column.  This 
amount,  then,  of  general  factory  expense  lias  already  been  inclnded  in  tlie  Work  in 
Process  acconnt,  and  need  not  go  through  the  account  again,  but,  to  save  niaking  a 
special  case  of  this  entry  and  special  Provision  for  its  distrilmtion,  it  is  easier  to  carry 
the  amonnts  through  the  AVork  in  Process  acconnt  again,  both  debit  and  credit. 

To  express  it  differently,  the  General  Factory  Expense  account  must  be  credited  in 
Order  to  dose  the  acconnt,  and  if  the  Controlling  acconnt  is  to  suniniarize  the  transac- 
tion,  the  Controlling  acconnt  must  also  be  ci-edited ; and  that  is  what  is  done.  Bnt  as 
the  General  Factory  Expense  is  distribnted  over  the  other  plant  departments  and  they 
are  debited  for  their  proportionate  share  of  this  overhead  cost,  the  Controlling  acconnt, 
if  it  is  to  suniniarize  the  transactions  of  the  Subsidiary  Ledger,  mnst  also  be  debited 
through  the  special  Cash- Journal  column.  This  nieans  that  the  Work  in  Process  ac- 
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coiiiit  is  (lel)ile(l  a seeoiid  time  for  this  iimouiit,  and,  to  that  extent,  is  debited  and 
credited  for  iiiore  tliaii  tlie  actual  cost  of  materials,  labor,  and  iudirect  expenses. 

To  make  the  poiut  more  coucrete,  and  to  prove  that  tliis  is  arithinetically  true, 
observe  the  fignres  entered  in  the  Ledger  acconnt.  Tlie  total  charges  to  the  Work  in 
l’rocess  acconnt  aggregate  |7,335.92.  Deduct  froin  this  ainount  the  General  Factory 
expense,  |231.20.  This  leaves  a balance  of  |7, 104.72,  which  is  the  actual  cost  of  operat- 
iug  the  plant  (inclnding  stock)  for  the  month.  Xow,  taking  into  acconnt  the  Work  in 
Process  at  the  opening  and  closing  of  the  month,  or,  in  other  words,  adding  the  opening 
Work  in  Process  (|1,355.50)  and  deducting  the  closing  Work  in  Process  (11,708.33), 
a balance  of  |6,691.89  remains.  If  from  this  amonnt  is  now  deducted  the  Reserve  for 
Overhead  credit  adjustmeut  for  the  month  (|147.90)  the  Cost  of  Completed  Work  for 
the  month  ($(>,543.99)  is  obtaiued.  This  agrees  with  the  total  of  the  Cost  of  Completed 
’\^'ol’k  Debit  colunin  (page  17A)  of  tlie  Sales  Register,  which  total  is  posted  to  the  credit 
of  the  Work  in  Process  acconnt.  Tliis  arithmetical  compntation  is  given  simply  to 
Show  that  tlie  general  factory  expense  has  been  inclnded  a second  time  as  a Charge  to  the 
Work  in  Process  acconnt  and  that  this  adjnstment  is  luade  by  means  of  an  additional 
debit  and  an  additional  credit  to  the  Work  in  Process  acconnt,  the  adjnsting  entry 
being  made  throngh  the  Cash-Jonrnal  and  Purchase  Register. 

The  Work  in  Process  acconnt  is  credited  for  the  cost  of  completed  work  for  the 
month  as  shown  by  the  Sales  Register.  It  is  also  credited,  as  explained  above,  for  the 
general  factory  expense  adjnstment;  also,  for  the  Reserve  for  Overhead,  in  case  this  ad- 
jnstment is  necessary  becanse  of  a too  low  nsed  honr  rate  for  some  of  the  factory  depart- 
nients,  and  therefore  it  appears  on  the  credit  side  of  the  acconnt.  The  balance  of  the  ac- 
conut  represents  the  actnal  inventory  valne  at  the  set-np  honr  cost  of  the  incompleted 
jobs  in  the  plant.  It  eipials  the  snni  of  the  Factory  Ledger  balances  as  shown  by  the 
abstract  of  the  Factory  Ledger  (page  41).  This  Work  in  Process  is  an  asset  of  the 
hnsiness  and  appears  ou  the  balance  sheet  (page  45)  among  the  current  assets.* 


PAPER 

(Account  No.  7,  page  25) 

The  debit  balance  of  this  acconnt  at  the  beginning  of  the  month  represents  the 
cost  valne  of  the  paper  ou  hand.  The  acconnt  is  debited  for  the  cost  of  all  paper  pur- 
chased  dnring  the  month,  this  amount  being  recorded  in  the  special  coluinu  in  the  Cash- 
Jonrnal  and  Purchase  Register  (see  page  14).  It  is  recommended  that  the  printer  add 
to  the  purchase  price  of  paper,  and  of  all  other  merchandise  materials,  the  iucoming 
freight  charges  thereon.  The  acconnt  is  credited  for  the  cost  price  of  paper  reipiisi- 
tioned  for  mannfacturing  pnrposes,  this  amonnt  being  posted  from  the  Cash-Jonrnal 
and  Purchase  Register  (see  first  entry,  page  13).  The  acconnt  wonld  be  credited  also 
at  cost  price  for  any  paper  retnrned  to  tlie  jobber  or  mannfactnrer  from  whoni  it  was 
pnrchased,  and  that  creditor’s  acconnt  in  the  Purchase  Ledger  (also  the  Accounts  Pay- 
able  acconnt,  No.  12,  page  20,  in  the  General  Ledger)  wonld  be  debited.  Likewise  the 
Paper  acconnt  wonld  be  debited  at  cost  price  for  any  paper  retnrned  to  Stores  from  the 
manufactnring  departments ; the  Paper  Direct  acconnt  (No.  41,  page  32),  and  also  the 
Work  in  Process  acconnt  (No.  6,  page  25),  wonld  be  credited  for  the  paper  retnrned. 

♦ Where  desired,  a reserve  account  may  be  set  up  on  the  books  at  the  end  of  thetf  scal  period  to  oflf-set  the  Interest 
on  plant  Investment  iucluded  in  the  closing  inventory  of  work  in  process  and  of  manufactured  (or  iinished)  stock. 
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Ofteiitiiiies  paper  is  purcluisod  foi*  a definite  job  and  is  charged  directly  to  tliat  job, 
tlie  piircliase  never  i)assing  tlirougli  tlie  Paper  accoimt.  It  is  essential,  however,  that  all 
paper  bouglit  slionld  be  charged  first  to  tlie  Paper  accoiint,  for  if  tliis  account  is  to  be 
used  for  inventory  pnrposes,  and  if  it  is  to  be  of  Statistical  value  in  sliowing  tlie  proprie- 
tor  tlie  total  aniount  of  paper  purchased  for  tlie  wliole  year,  it  must  show  tlie  total 
paper  purcliases  of  tlie  period. 

The  balance,  at  tlie  end  of  tlie  niontli,  represents  tlie  inventory  value  of  the  paper  in 
Stores.  Tliis  is  an  asset  of  the  business  and  appears  on  the  Balance  Sheet  (page  45) 
aniong  the  current  assets.  The  book  figure  for  paper  stock  shoidd  be  proved  or  tested 
from  time  to  time  by  an  actual  physical  inventory  of  paper  on  band.  It  will  usually 
be  found  that,  in  spite  of  all  possible  care,  small  discrepancies  will  arise  between  the 
actual  cost  and  the  book  figure  for  paper  on  hand.  These  errors  should  be  corrected 
without  delay;  the  Paper  account  be  written  up  or  written  down,  as  occasion  may  de- 
mand,  and  an  olf-setting  credit  or  debit  be  made  to  the  Paper  Direct  or  to  the  General 
Factory  Exixmse  account.  If  desired,  the  correction  may  first  be  made  to  an  ‘‘Over  and 
Short”  account,  which  in  turn  will  be  closed  to  either  of  the  above  accounts. 


INK 

(Account  No.  8,  page  25) 

This  account  is  handled  in  the  same  way  as  the  Paper  account.  The  balance  is  car- 
ried  forward  from  tlie  past  period  to  the  new  nioiith ; the  account  is  debited  from  the 
Gasli-dournal  ( see  page  14)  for  the  purcliases  of  the  month  and  is  credited  through  the 
Journal  for  the  cost  of  ink  requisitioned  for  manufacturing.  The  balance  represents 
the  inventory  carried  forward  to  the  next  period,  and  is  shown  as  a current  asset  on  the 
Balance  Sheet  (page  45). 


BINDEKY  MATERIALS 
(Account  No.  9,  page  25) 
and 

MISCELLANEOUS  PUKCHASES 
(Account  No.  10,  page  25) 

These  accounts  are  debited  and  credited  in  the  same  nianner  as  the  Paper  and  Ink 
accounts.  ln  the  case  of  a bindery  it  will  be  found  desirable  usually  to  make  a depart- 
nieut  direct  Charge  for  bindery  materials. 


MACIIINERY  AND  EQUIPMENT 
(Account  No.  11,  page  26) 

The  debit  balance  to  this  account  at  the  beginning  of  the  period  should  represent 
the  cost  value  of  macluYiery  and  equipment  on  liand.  The  account  will  be  debited  for 
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acklitious  at  cost  price,  plus  tlie  cost  of  installiug  tlie  equipnient,  and  the  aniount  will 
be  ])osted  fi-om  the  General  Ledger  colunms  of  the  Cash- Journal  and  Purcdiase  Register. 

The  inachinery  and  equipnient  is  shown  on  the  Balance  iSheet  (page  45)  as  a fixed 
asset,  though  it  is  obvious  that  it  is  continuafly  losing  in  value  and  efficiency  through 
wear  and  obsolescence.  However,  this  loss  is  not  recorded  on  the  Balance  Sheet  in  the 
Machinery  and  Equipnient  account,  but  in  the  Allowance  for  Depreciation  account  (No. 
21,  page  28).  It  will  be  observed  that  the  cost  price  of  the  inachinery  and  equipnient  is 
short  extended  and  the  aniount  of  depreciation,  as  shown  by  the  Allowance  for  Depreci- 
ation account,.  is  dediicted  therefrom.  The  inachinery  and  equipnient  is  tliiis  shown 
at  its  net  value  on  the  Balance  Sheet  of  the  biisiness. 

When  any  of  the  inachinery  or  equipnient  is  sold  or  scrapped  this  account  will  be 
credited  for  the  cost  price  (plus  cost  of  installation ) of  the  iiiachines  scrapped  or  sold; 
the  Cash  (Bank)  account  will  be  debited  for  the  aniount  received  for  the  old  eipii})- 
nient  and  the  Allowance  for  Depreciation  account  will  be  debited  for  the  total  loss 
through  depreciation  on  the  asset  discarded.  In  other  words,  the  ditference  between 
the  first  cost  and  the  scrap  value  of  the  asset  becoines  a Charge  agaiust  the  Allowance 
for  Depreciation  account.  If  cash  was  received  for  the  residual  value  of  the  asset  the 
entry  to  record  this  in  the  Cash-Journal  and  Purchase  Register  would  be 

Cash  (Bank) 

Allowance  fou  Depreciation 

To  Machinery  and  Equipment 

If  the  asset  were  not  sold  for  its  written-down  or  depreciated  value,  the  dilference  be- 
tween the  casli  received  and  tlie  depreciated  value  of  the  property  should  be  charged 
directl}^  to  the  Surplus  account  (No.  IG,  page  27).  Tliis  sujiposes,  of  course,  that  tlie 
Allowance  for  Deiireciation  has  underprovided  for  wear  and  tear  and  obsolescence  oc- 
curring  on  the  equipment.  Theoretically,  it  is  immaterial  whether  this  additional  loss 
was  011  account  of  unforeseen  obsolescence  or  whether  the  life  of  the  asset  had  been  niis- 
judged,  and  the  equipnient  had  been  discarded  in  a shorter  time  than  originally  had  been 
expected — this  replacenient  coniing  directly  as  a result  of  wear  and  tear,  and  not  of 
obsolescence.  The  depreciation  rates  recomniended  by  the  United  Typothetae  of 
America,  being  intended  to  cover  both  depreciation  and  obsolescence,  niake  iiossible  the 
use  of  the  one  entry  given  above.  For  practical  purposes,  as  said  above,  tbe  dilference 
between  the  first  cost  and  the  scrap  value  is  charged  to  the  Allowance  for  Depreciation 
account.  The  balance  of  the  account  should  always  represeut  the  cost  price  of  the 
machinery  and  equipnient  in  use  in  the  plant. 


ACCOUNTS  PAYABLE  (PURCHASE  LEDGER) 

(Account  No.  12,  page  2G) 

The  Accounts  Payable  account  is  the  Controlling  account  for  the  Purchase 
Ledger.  The  balance,  which  represents  a liability  of  the  business,  is  the  sum  of  the  bal- 
ances  owed  creditors  as  retlected  by  the  individual  accounts  in  the  Purchase  Ledger. 
The  account  will  be  debited  and  credited,  resiiectively,  for  the  total  of  the  Accounts 
Payable  debit  and  credit  columns  in  the  Cash- Journal  and  Purchase  Register.  These 
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iotals  will  be  posted  at  tlie  end  of  tlie  uioutli,  or  period,  while  tlie  individual  items  inak- 
ing  up  tliese  totals  will  be  posted  as  debits  and  credits,  respectively,  to  the  proper 
(beditors’  accouuts  in  the  rurchase  Ledger.  The  balance  of  the  account  represents 
tlie  smn  of  the  ainounts  owed  creditors,  as  ghown  by  the  Abstract  of  the  Purchase  Ledger 
([läge  41 ),  and  this  balance  is  shown  ou  the  Balance  Sheet  (page  45)  as  a current  lia- 
bility.  The  Ledger  balance  is  carried  forward  as  a liability  to  the  next  period. 


NOTES  PAYABLE 
(Account  No.  13,  page  20) 

This  account  rejiresents  a liability  of  the  business,  and  any  balance  shown  in  the 
accouiit  at  (he  end  of  the  period  will  appear  as  a current  liabilit}'  on  the  Balance  Sheet. 
As  stated  above  under  Notes  Keceivable,  all  notes  must  be  entered  at  face  value.  Notes 
Payable  repre.sent  obligat ions  of  the  business  itself,  in  other  words,  negotiable  paper, 
or  other  written  promises,  which  the  tiriii  is  to  pay. 

This  account  will  be  debited  and  credited,  respectively,  through  the  General  Ledger 
coluuins  of  the  Cash-.Iournal  and  l’urchase  Begister.  The  balance  of  the  account  rep- 
rcsents  the  tirm’s  iiotes  outstauding  and  unpaid,  and  will  be  carried  forward  as  a liabil- 
ity to  the  next  period. 


WAG  ES 

(Account  No.  14,  page  20) 

A balance  occiirring  in  this  account  at  the  beginuing  of  the  period  niay  represeut 
either  of  two  things: 

(u)  A debit  balance  would  meaii  wages  prepaid,  or,  in  other  words,  that  in  the 
previous  month  certain  employees  had  received  v/ages  which  were  not  due  nutil  the 
following  period ; while 

(h)  A credit  balance  represents  wages  accrued,  or  wages  owed,  at  the  end  of  the 
previous  period  and  which  have  not  yet  been  paid. 

It  is  niore  probable  that  the  account  will  show  a credit  balance  at  the  end  of  the 
luoutli  than  that  it  will  show  an  over-i)ayment  of  wages  as  a debit  to  the  account. 
Therefore,  the  account  is  here  groui)ed  among  the  Liabilities,  for  it  will  usually  record 
a liability  even  more  real  than  that  shown  by  Accounts  Payable. 

The  account  is  credited  for  the  wages  earned  during  the  month  or  period,  and  the 
amo'unt  will  be  i)osted  through  the  General  Ledger  column  of  the  Cash-Journal  and 
lbircha.se  Begister  (see  secoiid  entry,  page  13),  while  the  account  will  be  debited, 
weekly,  or  period  ically,  as  the  wages  are  i)aid,  in  the  si)ecial  Pay  roll  column. 

The  balance  of  the  account  at  the  end  of  the  period,  if  such  there  be,  will  usually 
represeut  wages  unpaid  (credit  balance),  and  will  be  carried  forward  as  a liability  to 
the  next  period.  ln  the  Balance  Sheet  any  such  aniount  will  appear  among  the  cur- 
rent liabilities  of  the  business. 
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CAPITAL  STOCK 
(Account  No.  15,  page  26) 

This  account  represeiits  tlie  par  valiie,  usually,  of  tlie  original  investment  in  tlie 
bnsiness.  It  inay  be  eitlier  tlie  original  investment,  as  it  probably  will  be  in  tlie  case  of 
a Corporation,  or  a siniilar  account  may  represent  tlie  present  ivorth  of  a partnership 
01*  of  a single  proprietor.  Even  in  the  case  of  a coriioration,  the  account  will  represent 
original  investment  onlg  if  no  additional  Capital  stock  bas  been  issued  since  the  Organ- 
ization of  tlie  Company,  or  if  the  Capital  stock  was  paid  in  at  the  time  of  its  issue  to  the 
net  aniount  now  appearing  in  the  Capital  Stock  account  and  in  the  Stock  Discount 
account,  if  any,  on  the  books. 

In  the  case  of  a partnership,  tliere  are  usually  as  niany  accounts  as  there  are  Part- 
ners. This  means  there  is  a proprietary  account  for  eacli  jiartner,  so  the  jiresent  worth 
of  the  bnsiness  would  be  represented  by  the  suni  of  the  iiartners’  balances. 

As  illustrated  on  the  Balance  Sheet  (page  -15),  the  iiroprietorship  in  the  case  of 
a coriioration  will  usually  be  represented  by  the  Capital  Stock  account  and  by  the  Sur- 
plus account,  and,  perhaps,  by  a Löss  and  Gain  account  as  well.  Therefore,  in  this 
case,  the  snm  of  tliese  accounts  represents  the  present  worth,  or  proprietorship,  of  the 
bnsiness. 

It  is  generally  unde.sirable,  and  somewhat  difficult  by  law,  to  cliange  periodically 
the  aniount  of  the  Capital  investment  of  a Corporation  as  shown  by  the  Capital  Stock 
account.  Therefore,  whatever  earnings  may  accrue  to  the  bnsiness,  or  whatever  losses 
may  be  sntfered  by  the  bnsiness,  the  aniounts  will  be  shown  in  separate  accounts.  This 
is  not  necessary  in  the  case  of  a partnership,  or  single  proprietor,  bnt  it  is  sometinies 
desirable.  In  the  case  of  a partnership  or  single  proprietor,  the  policy  of  each  bu.si- 
ness  will  determine  whether  two  or  niore  special  accounts  representing  in  total  the 
present  net  worth  of  the  bnsiness  will  be  kept,  or  whether  the  total  ‘‘present  net  worth’’ 
will  be  shown  in  the  one  or  more  proprietors’  accounts. 

Any  Change  in  the  Capital  Stock  account,  either  to  increase  it  or  decrease  it,  wonld 
be  made  through  the  General  Ledger  colunins  of  the  Cash-Journal  and  Purchase  Reg- 
ister. It  is  not  often,  however,  that  any  cliange  will  be  made  in  this  particular  account. 

On  tlie  Balance  Sheet,  as  illustrated,  tlie  Capital  Stock  helps  to  explain  the  excess 
of  Assets  over  Liabilities,  which  excess  represents  the  real  proprietorship  of  the  bnsiness. 


SURPLUS 

(Account  No.  16,  page  27) 

The  Surplus  account  represents  the  past  earnings  of  the  bnsiness  not  distributed 
as  dividends  and  not  specifically  reserved  for  sonie  definite  pnrpose.  As  lias  jnst  been 
explained,  this  account  probably  will  not  be  found  on  the  books  of  a single  proprietor, 
or  of  a partnership,  bnt  usually  will  be  found  on  the  books  of  a Corporation.  It  is  snb- 
ject  to  distribution  to  the  stockholders  at  the  will  of  the  Board  of  Directors,  but,  until 
distributed,  represents  a part  of  the  proprietorshi})  and  of  the  working  Capital  of  the 
bnsiness. 
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Additional  ainounts  will  be  transferred  to  this  account  froni  the  Löss  and  Gain 
aoconnt  at  the  dose  of  the  fiscal  period,  the  balance  being  increased  or  decreased  in 
accordance  with  whether  the  amoiint  transferred  be  a profit  or  a loss.  If  it  is  desired  to 
niake  the  Surplus  a part  of  the  permanent  investment  of  the  business,  it  may,  perhaps, 
be  desirable,  when  the  surplus  shall  have  reached  a sufficient  amount,  to  distribute  it 
as  a stock  dividend.  In  case  a stock  dividend  should  be  declared  the  Capital  Stock  ac- 
count would  be  credited  and  the  Surplus  account  would  be  debited,  through  the  General 
Ledger  columns  of  the  Cash- Journal  and  Purcliase  Register,  for  the  amount  of  the  stock 
dividend  declared. 

Oll  the  Balance  Sheet,  the  balance  of  the  Surplus  account  is  included  with  the  Cap- 
ital Stock  to  explain  the  excess  of  assets  over  liabilities.  As  stated  before,  this  excess 
of  assets  over  liabilities  is  the  proprietorship  of  the  business. 


LOSS  AND  GAIN 
(Account  No.  17,  page  27) 

Tlie  Loss  and  Gain  account  represents  the  current  losses  and  gains  arising  from 
the  conduct  of  the  business,  and  acts  as  a Clearing  account  for  tlie  profits  and  losses  of 
tlie  period.  At  the  end  of  the  montli  tlie  individual  gains  and  losses  should  be  closed 
into  this  account  by  ineaiis  of  Journal  entries  (see  closing  entries,  page  14). 

The  too  common  method  of  closing  profits  and  losses  into  this  account  by  red  ink 
entries  on  the  Ledger  should  not  be  used,  for  original  entries  should  be  made  only  in 
books  of  original  entry.  After  all  the  reveniie  accoiints  of  the  year  have  been  closed 
out  011  the  Ledger,  the  balance  in  the  Loss  and  Gain  account  will  represent  the  net  earn- 
ings,  or  net  loss,  of  the  year.  In  case  dividends  are  declared  diiring  the  year  they 
should  be  charged  against  this  account,  for  it  is  always  desirable  to  show  whether  the 
earnings  of  the  particular  period  are  sufficient  for  the  dividends  declared.  While  it 
is  common  practice  to  Charge  dividends  directly  to  the  Surplus  account,  the  method  here 
recommended  shows  the  business  executive  more  conclusively  aad  more  clearly  the 
jiresent  earniug  power  of  his  business.  The  balance  of  the  Loss  and  Gain  account 
should  be  closed  at  the  end  of  the  fiscal  period  into  the  Surplus  account. 

In  the  illustrated  set  the  balance  of  the  Loss  and  Gain  account  has  not  been  closed 
into  Surplus,  for  it  is  assiimed  that  in  all  probability  there  are  still  dividends  to  be  de- 
clared before  this  closing  entry  should  be  made. 

On  the  Balance  Sheet  (see  ])age  45)  the  Loss  and  Gain  is  included  with  the  Cap- 
ital Stock  and  Surplus  to  show  the  present  worth  of  the  business.  In  other  words,  the 
sum  of  these  three  accounts  represents  the  excess  of  assets  over  Uahilities  and  this, 
as  we  have  explaiued  previously  in  this  Treatise,  is  the  true  proprietorship  of  any 
hiisincss. 


INSURANCE  (PREPAID) 
(Account  No.  18,  page  27) 


The  debit  balance  of  this  account  at  the  beginning  of  the  period  represents  the  un- 
expired  premium  value  of  the  insurance  policies  held.  The  account  is  debited  for  the 
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premium  cost  of  new  insiiraiice  taken  out  and  is  eredited  eaeli  month  for  the  i)roportiou 
of  tlie  premium  value  expiring.  Tlie  expired  amouiit  is  charged  to  tlie  General  Ledger 
accounts  and  to  the  Department  accounts  in  the  Factory  Ledger  in  proportion  to  the 
Investment^  in  eacli  of  the  departments  of  the  business. 

The  method  of  distributing  this  montldy  expired  portion  of  the  premium  is  illus- 
trated  on  the  Scliediile  of  Fixed  Charges  for  tlie  moiitli  (’[)age  55).  All  entries  affect- 
ing  the  Insurance  account  Avill  be  niade  through  the  Cash- Journal  and  Purchase  Reg- 
ister, and  all  entries,  except  those  atfecting  the  departnuuital  factory  accounts,  will 
be  made  through  the  General  Ledger  columns. 

The  balance  of  the  account  represents  the  present  unex])ired  premium  value  of 
policies  held  and  appears  as  a deferred  asset  in  the  Balance  iSheet  of  the  business. 


LIABILITY  FOR  TAXE« 

(Account  Xo.  19,  page  27)  x 

Tlie  balance  of  the  Taxes  account  may  either  represent  taxes  jirepaid,  in  which 
case  the  balance  would  be  a debit,  or  it  may  represent  taxes  accrued,  in  whicli  case 
the  balance  would  be  a credit.  Fach  month  the  account  will  be  eredited  for  the  month’s 
Proportion  of  the  annual  taxes  exjiense.  The  offsetting  accounts  affected,  as  shown  by 
the  «chedule  of  Fixed  Charges  (page  55) , will  be  debited  for  their  proportional  share. 

The  account  will  be  debited  for  all  payments  of  taxes.  The  entries  will  be  made, 
either  when  the  Taxes  are  debited  or  eredited,  through  the  General  Ledger  columns  of 
the  Cash- Journal.  The  balance  of  the  account  may  represent  either  a deferred  asset, 
or  an  accrued  liability,  and  will  appear  ou  the  Balance  «heet  under  the  proper  group. 

For  cost  purposes  it  is  desirable  to  distribute  the  taxes  expense  of  the  year 
montldy  in  equal  amounts  to  the  manufacturing  accounts.  This  means  that  an  esti- 
mate  must  be  made  at  the  beginning  of  the  year  as  to  the  year’s  total  exjiense,  and 
then  one-twelfth  of  this  amount  must  be  charged  montldy  to  the  manufacturing  ac- 
counts and  eredited  to  the  Liability  for  Taxes  account.  Except  in  a small  business,  it 
will  be  well  to  carry  separate  accounts  for  property  taxes  and  for  Income  and  Excess 
Ibofits  taxes. 

In  case  the  estimate  was  exactly  correct,  the  account  will  lialance  at  the  end  of 
tlie  year,  for  the  payment  of  taxes  will  offset  the  montldy  jirovisions  made  for  their 
payment.  Ilowever,  the  usual  experience  is  that  the  account  will  not  exactly  balance 
at  the  end  of  the  year;  whatever  balance  the  account  may  show  at  the  dose  of  the  tiscal 
pei-iod  should  be  closed  into  the  Löss  and  Gain  account.  In  the  Illustration  used  in 
the  Demonstration  Book,  the  balance  at  the  end  of  the  jieilod  was  f3L07  which  was 
closed  out  ou  December  31st  to  the  Löss  and  Gain  account  (see  last  eutry,  Cash- Jour- 
nal, page  14). 


ALLOWAXCE  FOR  BAD  DEBT« 
(Account  Xo.  20,  page  27) 


The  Allowance  for  Bad  Debts  is  a “shock  absoi  lKu-”  which  anticipates  losses  from 
failure  to  collect  customers’  accounts.  Ex])erience  in  any  business  has  shown  that 
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losses  are  contiiiually  arising  froni  customei-.s’  accounts;  tlierefore,  it  is  part  of  tlie 
systom  to  estal)lisli  an  allowance,  or  reserve  (as  it  is  commouly  called),  sufficieut  to 
care  for  these  bad  debts. 

Iiiasiiinch  as  luonthl}^  Statements  of  prolit  and  loss  are  prepared,  it  is  <lesirable  to 
apport ion  as  nearly  as  i)ossible  tlie  year’s  i)rovision  for  losses  from  bad  debts  over  the 
inontlily  periods.  In  case  of  losses,  the  anionnt  of  loss  will  be  cliarged  directly  to  the 
Allowance  for  Ilad  Debts  acconnt,  and  will  be  credited  to  the  cnstomer’s  account  in 
the  tSales  Ledger  and  to  the  Acconnts  Receivable  acconnt  (No.  3,  page  24)  in  the  Gen- 
eral Ledger.  The  Allowance  for  Bad  Debts  will  be  debited  and  credited  through  the 
General  Ledger  colninns  in  the  Cash- Journal  and  I’nrchase  Register,  and  any  balance 
reniaining  in  the  acconnt  is  carried  forward  to  the  next  period. 

On  the  Balance  Sheet  (page  45)  the  Allowance  for  Bad  Debts  is  not  shown  as  a 
liability  bnt  is  deducted  from  the  Acconnts  Receivable  to  show  the  actnal  expected 
value  of  cnstomers’,  acconnts.  At  the  end  of  the  liscal  i)eriod  any  excess  in  the  acconnt 
may  be  closed  out  to  Loss  and  Gain,  or  any  deticiency  may  be  made  np  from  that  ac- 
connt. In  any  case,  the  jndgment  of  the  proprietor  must  determiue  the  provisiou  nee- 
essary  to  care  for  the  trade  losses. 


ALLOWANCE  FOR  DEPRECIA'TION 
( xVcconnt  No.  21,  page  28) 

The  Allowance  for  De[)reciation  incasurcs  tlic  esiitnated  lass  in  value  and  efficiency 
of  the  assets  ( here  the  machinery  and  equipment)  for  which  the  account  is  set  iip  ou 
tlie  liooks.  The  account  is  jilaced  on  the  books  Iiy  debiting  the  depreciation  loss  to 

cost  of  manufacturing  and  crediting  the  Allowance  for  Depreciation  account.  This 

entry  will  be  made  in  the  General  Ledger  columns  of  the  Cash-Journal  (Form  A). 

It  must  be  remembered  that,  since  fixed  assets  will  wear  out,  and  since  deprecia- 
tion measui-es  approximately  that  loss  occurring  from  year  to  year,  depreeiation  is 
as  luiich  an  actual  cost  of  doiny  husiness  as  any  other  cost,  and  must  be  cared  for 
jiroperly  and  included  with  all  other  costs  of  manufacturing. 

The  dejireciation  loss  of  the  year  is  usually  comimted  by  takiug  a fixed  percent- 
age,  determined  by  the  life  of  the  asset,  on  the  original  cost  of  the  machinery  and 

e(|nipment,  as  recorded  in  that  account.  This  annual  cost  will  be  distributed  over 

the  twelve  moulhly  ])eriods  and  will  be  charged  to  the  respective  departments  in  ac- 
cordance  with  the  estimated  loss  occurring  in  euch  of  those  departments,  and  as  shown 
by  the  i8ehedule  of  Fixed  Chai-ges  (see  pages  54  and  55)  of  the  montli.  Therefore,  the 
Allowance  for  Depreciation  account  is  credited  for  an  amount  supposed  to  measure 
the  ])roi)ortionate  loss  in  vahie  and  efticiency  of  the  jilant  during  that  month,  and 
this  amount  is  perniitted  to  accuniulate  until  such  time  as  siiecific  assets  included  in 
the  plant  and  machinery  account  are  worii  ont  and  have  to  be  discarded.*  At  that 
time,  as  explained  under  the  IMachinery  and  Eqni]»ment  account,  the  cost  value  of  the 
asset,  minus  its  scrap  or  residual  value,  is  charged  against  the  Allowance  for  De- 
preciation account.  It  is  thus  olmous  that  the  account  will  not  continue  indefinitely 

♦ If  desired,  separate  Allowance  for  Depreciation  acconnts  may  be  carried  for  machinery  and  li.xtures,  for  type,  and 
for  metal.  The  metal  depreciation,  which  is  shown  as  a fixed  Charge  in  the  Demonstration  Book,  is  subject  to  Variation, 
dependent  upon  the  number  of  times  melted,  If  buiidings  are  pwned,  an  Aliowance  for  Depreeiation  for  Buiidings  may 
also  be  carried  as  a separate  account, 
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to  increase  in  amoniit,  but  tliat  sooner  or  lator  cliarges  iiinst  be  inade  agaiiist  the  credit 
balance  whicli  lias  beeil  gradiially  acciiiiiiilated.  In  case  of  extensive  replacements 
whicli  siibstantially  prolong  the  life  of  a machine  tlie  cost  tlierefor  shoiild  be  cliarged 
against  the  Allowance  for  Depreciation  accoimt.  On  the  Balance  Sheet  (page45)  the 
Allowance  for  Depreciation  is  not  shown  as  a liability  of  Ihe  bnsiness,  but,  since  it 
measiires  loss  in  value  and  efficiency  of  the  assets,  it  will  be  deducted  froni  the  Ma- 
chinery  and  Equipment  account.  This  shows  the  net  book  value  of  that  ])roperty  as 
of  the  date  of  the  Balance  Sheet. 

An  understanding  of  the  meaning  of  “depreciation”  is  necessary  to  record  it  prop- 
erly  on  the  books.  The  cost  of  all  hxed  plant  and  eciuiiiment  is  an  expense  of  manufac- 
turing  during  the  life  of  that  specific  asset,  and  it  is  necessary  that  each  unit  of  goods 
produced  shoiild  bear  its  prpportionate  part  of  that  cost.  It  is  for  this  reason  that 
de])reciation  is  cliarged  regularly  and  periodically  to  the  nianufacturing  accounts,  in- 
stead  of  waiting  until  the  asset  is  entirely  worn  out  and  discarded  betöre  making  any 
Charge  for  the  aiuount  of  outlay  on  account  of  it.  As  said  above,  the  dejireciation 
itself  is  an  expen.se  and  must  be  cliarged  as  an  operating  cost  of  the  period.  The 
Allowance  for  Depreciation*  (or  Reserve,  as  it  is  oftentinies  called)  is  the  measure  of 
the  loss  in  value  whicli  the  asset  has  suffered,  or,  in  other  words,  it  is  the  “hole  in  the 
asset.”  A depreciation  fund,  on  the  other  hand,  represents  actual  cash  or  other  as- 
sets set  aside  for  the  replacement  of  depreciated  property.  Thus,  a depreciation  fund 
is  an  actual  asset  of  the  bnsiness  and  always  Stands  as  a debit  on  the  books. 

Oftentimes  these  terms  are  incorreetly  used  and  incorrectly  applied,  but  the  reader 
is  warned  to  realize  and  to  know  the  difference  between  the  depreciation  itself,  the  Al- 
lowance for  Depreciation,  and  the  Depreciation  Fund.  Sometinies  the  Depreciation 
Fund  is  for  the  sanie  aniount  as  is  the  Allowance  for  Depreciation,  because  if  the  Al- 
lowance for  Depreciation  correctly  measures  the  loss  in  value  and  efficiency  of  the 
])roperty,  the  Dejireciation  Fund  may  well  hold  in  readiness  the  cash  or  other  prop- 
erty to  make  good  that  loss. 


RESERVE  FOR  INTEREST  ON  PLANT  INVESTMENT 
(Account  No.  22,  page  28) 

This  account  is  credited  each  period,  as  shown  by  the  Schedule  of  Fixed  Charges 
(see  pages  54  and  55),  for  the  current  rate  of  interest  on  the  jilant  iiivestment.  This 
interest  cost  is  cliarged  to  the  nianufacturing  departments  in  proporlion  to  the  invest- 
ment  in  each.  This  Reserve  should  be  allowed  to  accrue  until  the  end  of  the  fi.scal 
jieriod,  when  it  will  be  closed  into  the  Lossand  Oain  account  (.see  last  entry,  jiage  14). 
The  account  will  show  an  earninij,  at  the  current  rate  of  interest,  on  the  total  invest- 
ment  in  the  plant. 

In  the  preparation  of  the  Income  Tax  Return  for  the  bnsiness,  it  must  be  remem- 
bered  that  this  aniount  is  taxable  income  just  as  niuch  as  is  the  aniount  of  jirofit  re- 
turned  by  the  trading  operations  of  the  business.  While  this  interest  on  the  jilant  in- 
vestment  is  not  a trading  profit,  it  is  income,  and  must  be  considered  as  such  by  the 
proprietors. 

• The  term  “allowance”  is  used  to  denote  an  actual  loss  in  the  particular  asset  for  which  the  Provision  is  niade  ; 
in  other  words,  an  “allowance”  measures  an  actual  hole  in  the  asset  account.  A “reserve,”  on  the  other  hand,  denotes  a 
reservatiou  of  protits  for  some  specific  purpose  ; the  reserve  may  he  used  to  off-set  actuai  losses,  but  untii  so  used  it  records 
real  protits  “reserved”  for  a particular  use. 
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RESERVE  FOR  OVERHEAD 
(Account  No.  23,  page  28) 

To  stabilize  tlie  busiuess  it  bas  been  foiind  advisable  to  provide  a Reserve  for  Over- 
liead  accouut,  wbich  will  be  debited  or  credited  for  tlie  dittereuce  between  the  actual 
cost  of  inaterials  and  operating  expenses  cliarged  to  tlie  departniental  factory  accouiits 
(jiages  32  tu  3“),  iiiclnsive),  and  likewise  to  the  Work  in  Frocess  acconnt  (No.  G,  page 
25),  and  tlie  valne  of  tlie  coiii])leted  work  and  of  tlie  work  in  process  as  credited  to  tliese 
sanie  acconnts.  Tliis  acconnt,  in  other  words,  is  tlie  adjnstor  of  the  montbly  flnctna- 
tions  in  cost,  and  it  absorbs  tlie  differences  between  tlie  set-up  cost  and  the  actual  cost 
of  the  work  done.  This  adjnstment  will  show  by  how  iiinch  the  set-up  honr  cost  for  the 
current  month  must  be  increased  or  decreased  over  the  precediug  month.  Inasmnch 
as  the  costs  recorded  oii  Cost  Form  9-H  are  averages  for  twelve  moiiths,  the  costs  of  a 
single  month  will  tinctnate.  This  will  be  illnstrated  in  connection  with  the  transactions 
entered  for  the  December  month  (see  Part  III  of  this  Treatise). 

The  Reserve  for  Overhead  acconnt  should  be  credited  at  the  beginning  or  end  of 
each  month,  or  period,  for  a percentage  of  the  cost  of  the  work  done,  of  the  previons 
month,  and  a considerable  reserve  should  be  kept  as  a factor  of  safety — say  (just  for  il- 
Instration)  not  less  than  ONE  per  cent.  of  the  cost  of  completed  work  for  the  previons 
month.  Then  at  the  end  of  the  fiscal  (or  closing)  period,  any  excess  over  a wise  re- 
serve to  be  kept  may  be  added  to  the  Löss  and  Gain,  and  any  deflciency  may  be  made 
np  from  it.  What  this  reserve  will  be  in  the  individual  bnsinesses  of  the  conntry,  the 
jndgment  of  the  individual  executive  must  carefully  determine. 

The  accouut  is  credited  at  the  beginning  or  end  of  the  month  through  the  Cash- 
Jonrual,  the  anionnt  appearing  in  the  General  Ledger  colnmn  (see  first  entry,  page 
10).  When  the  Reserve  for  Overhead  is  credited,  the  departmental  acconnts  (and  the 
A>"ork  in  Process  acconnt)  will  be  debited  with  their  proportionate  share  based  upon  the 
departmental  cost  of  completed  work  for  the  previons  month. 

At  the  end  of  the  monthly  period  all  adjnstments  of  the  departmental  acconnts 
will  be  closed  (see  fourfh  entry,  page  14)  into  the  Reserve  for  Overhead  acconnt.  In 
case  this  adjnstment  appears  as  a credit  in  any  departmental  acconnt,  it  means  that  the 
set-np  honr  cost  is  too  low  and  that  Customers  have  not  been  cliarged  what  it  has  actn- 
ally  cost  for  the  work  done  in  that  department.  On  the  other  hand,  if  the  adjusting 
balance  appears  on  the  debit  side  of  any  departmental  acconnt,  it  means  that  the  Cus- 
tomer has  been  cliarged  more  than  the  actual  cost  of  doing  the  work.  In  other  words, 
this  adjnstment  will  serve  as  a barometer  to  gnide  the  proprietor  in  fixing  his  set-np 
honr  rates  for  the  following  period.  If  a large  reserve  for  overhead  adjnstment  ap- 
jiears  on  the  credit  side  of  the  departmental  acconnt  the  set-np  honr  rate  must  be 
increased,  while  if  a large  adjnstment  appears  on  the  debit  side  of  the  acconnt  it  is  a 
sign  that  the  proprietor  may  safely  decrease  the  set-up  rate. 

This  adjusting  is  done  for  each  of  the  departmental  operating  acconnts  at  each 
monthly  closing  period,  it  being  assumed  that  if  the  requisitious  of  materials  are  cor- 
rectly  made,  and  the  inventories  correctly  taken,  there  will  be  no  such  adjnstment  in 
the  Materials  Direct  acconnts.  The  Materials  Direct  acconnts  have  been  thus  illns- 
trated in  the  tignres  presented  in  the  Demonstration  Book,  and  no  adjnstment  is  shown 
für  these  acconnts.  Ilowever,  experience  has  shown  that  it  is  nsnally  necessary  to  have 
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a reserve  for  overliead  adjustment  in  connection  with  the  Materials  Direct  acconiits. 
Then,  as  lireviously  explained,  at  the  time  of  the  animal  closing,  if  the  Reserve  for  Over- 
head  acconnt  has  attained  more  or  less  than  a “wise  reserve  to  be  kept’’  the  ditference 
may  be  closed  to,  or  inay  be  made  np  from,  the  Löss  and  Gain  acconnt.  Experience 
has  proven  this  Reserve  for  Overliead  to  be  most  beneticial  in  stabilizing  the  cost  of 
Avork  done  in  any  iiarticnlar  plant. 


RESERVE  FOR  SPOILAGE 
(Account  No.  24,  page  28) 

This  reserA'e  is  provided  to  take  care  of  the  actnal  cost  of  work  spoiled  dnring  any 
period.  A fair  estiinate  must  be  made  of  the  si)oilage  cost  for  the  year,  which  amonnt 
will  be  aiiportioned  over  the  twelve  monthly  operating  periods.  The  Re.serve  for  Spoil- 
age  acconnt  will  be  credited  monthly  throngh  the  General  Ledger  coliimn  of  the  (hish- 
donrnal  and  Purchase  Register,  and  the  amonnt  will  be  distribnted  to  the  varions 
departmental  acconnts  on  the  basis  of  the  cost  of  completed  work  in  each  department. 
In  case  of  spoiled  work,  the  amonnt  woiild  be  charged  against  this  Reserve  acconnt. 
The  balance  of  the  acconnt  wonld  be  carried  forward  at  the  end  of  the  month  and  will 
apjiear  on  the  Balance  Sheet  (see  page  45)  aniong  the  Special  Reserves  carried  on  the 
books  of  the  comjian}".  The  nse  of  the  Spoilage  acconnt,  as  here  explained,  eliminates  the 
fallacious  inethod  of  trying  arbitrarily  to  Charge  spoiled  work  to  the  department  in 
which  the  spoilage  sipiposedly  occiirred. 

INTEREST  EXPENSE 

(Acconnt  No.  25,  page  28) 

This  acconnt  is  debited  for  all  interest  actnally  paid  by  the  biisiness.  While  interest 
is  ordinarily  considered  a mannfactnring  ex})ense,  this  acconnt  shonld  not  be  closed  into 
the  Factory  acconnts,  for  interest  has  already  been  charged  throngh  the  Interest  on 
Plant  Investment  acconnt  on  the  Investment  in  the  biisiness.  As  illnstrated  on  the  In- 
come  Statement,  it  is  a financial  transaction,  and  shonld  be  charged  (page  44)  against 
the  Net  Operating  Profit.  The  acconnt  shonld  show  no  balance  at  the  eml  of  the  ])eriod 
iinless  interest  prepaid  or  interest  accrued  exists. 

LIGHT 

(Account  No.  2G,  page  29) 

This  acconnt  is  debited  throngh  the  Cash-Jonrnal  and  Purchase  Register  for  the 
cost  of  light  for  the  month,  or  period.  The  amonnt  is  then  distribnted  by  Journal 
entry  (see  distribntion  entries,  page  13)  to  the  varions  General  and  Factory  Ledger 
acconnts,  the  distribntion  being  made  according  to  the  consnmption  of  light  in  the  vari- 
ons departments. 

POWER 

(Account  No.  27,  page  29) 

This  acconnt  is  debited  for  the  cost  of  power  for  the  month,  or  period.  The  amonnt 
is  then  distribnted  throngh  the  Cash-Journal  to  the  varions  Factory  Ledger  acconnts. 
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tlie  distributioii  being  inade  according  to  tlie  coiisiimi)tioii  in  oacli  department.  Tins 
distributioii  is  made  oii  tlie  basis  of  tlie  liorse  powei-  liours  and  is  fonnd  by  niultiplying 
tlie  liorse  jiower  of  tlie  niotor  of  a inacliine  by  tlie  actnal  rimiiing  Irours  and  dividing 
tliis  snni  iiito  tlie  Charge  for  power.* 

KENT  AND  HEAT 
( Acconnt  No.  28,  page  29) 

Tliis  acconnt  is  cliarged  montlily  for  tlie  rent  of  tlie  entire  plant  and  Cash  (if  paid 
in  cash),  or  Acconnts  Payable,  is  credited  for  the  anionnt.  In  case  tlie  plant  is  owned 
by  the  conijiany,  tliis  acconnt  will  be  cliarged  for  the  rentable  valne  of  the  property 
and  a Real  Estate  Inconie  acconnt  will  be  credited.  The  Rent  acconnt  will  be  dis- 
tribnted  nionthly ; the  plant  departments,  sales  roonis,  and  offlce  being  cliarged  for  their 
res])ective  share.  Tliis  distribntion  will  be  made  on  the  basis  of  the  used  sqnare  feet 
in  each  department. 

Tn  case  a Real  Testate  Income  acconnt  is  carried  on  the  books,  that  acconnt  slionld 
be  closed  ont  at  the  end  of  the  tiseal  period  to  the  Löss  and  Gain  acconnt.  In  the 
niean  time,  of  conrse,  the  Real  Plstate  Income  acconnt  will  be  cliarged  for  the  taxes, 
insnrance,  maintenance,  and  depreciation  on  the  real  estate  for  the  year,  so  that  the 
balance  carried  to  the  Löss  and  Gain  acconnt  will  represent,  theoretically,  the  inconie  re- 
ceived  as  owner  of  the  Real  Plstate.  Tliis  income,  like  the  interest  on  plant  investment, 
is  taxable  income  in  niaking  the  Federal  Tax  Retnrn. 

GENERAL  AND  OFFICE  EXPENSE 
.(Acconnt  No.  29,  page  29) 

Tliis  acconnt  snmmarizes  all  the  general  and  office  expenses  incnrred  dnring  the 
jieriod.  It  will  be  cliarged  for  the  cost  of  all  itenis  of  office  expense  and  general  expense 
appearing  in  the  special  colnnin  in  the  Cash-Jonrnal  and  Pnrchase  Register,  and,  in  ad- 
dition,  will  be  cliarged  for  its  proportion  of  the  fixed  charges,  and  of  the  light,  rent  and 
heat  of  the  period. 

At  the  end  of  the  niontli  the  Salaries  acconnt  (No.  30,  page  29)  and  the  Shipping 
and  Deliveries  acconnt  (No.  31,  page  30)  will  be  closed  into  tliis  acconnt.  Tliis  acconnt 
is  then  closed  into  the  varions  factory  departments,  being  pro-rated  as  a percentage  of 
the  total  department  cost,  as  shown  on  the  Cost  Form  9-11  (line  32,  pages  57  and  58). 


SALARIES 

(Acconnt  No.  30,  page  29) 

Tliis  acconnt  slionld  be  debited  for  all  anionnts  paid  officers  or  clerical  help  on  sal- 
ary  acconnt.  In  case  it  is  desired  to  do  so,  separate  acconnts  may  be  kept  for  officers’ 

* For  convenienoe  in  plants  wliero  thore  is  little  nionthly  fluetuntion  in  powor  cost  it  may  bo  (iistrihuted  proportionately 
over  the  twelve  inonths,  an  estimate  lieing  made  at  the  beginning  of  tlie  year  as  to  the  total  power  cost  of  the  year.  This 
total  year's  cost  may  be  divided  by  twelve,  and  the  result  thns  obtained  will  be  cliarged  nionthly  to  the  Factory  Ledger 
acconnts,  and  credited  to  the  l’ower  accoiint  in  the  General  Ledger.  As  power  bills  are  received  from  time  to  time, 
and  actnally  paid,  the  ainoiint  paid  woiild  be  charged  to  the  Power  acconnt.  If  the  estimate  of  the  year's  expense  was 
correctly  made,  the  acconnt  sboiild  balance  at  the  end  of  the  twelve  inonths’  period.  Any  balance  reniaining  in  the 
acconnt  may  be  transferred,  if  desired,  at  the  end  of  the  fiscal  year  to  the  Löss  and  (!ain  acconnt,  or  the  balance  may 
be  carried  forward  to  the  new  period  to  be  absorbed  through  the  mamifactnring  acconnts. 
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salaries  and  for  tlie  clerical  salaries  of  the  Office.  The  account  is  closed  at  tlie  end  of 
tlie  current  period  into  the  General  and  Office  Expense  acconnt. 

In  case  the  salaries  of  officers  or  of  the  clerical  help  are  not  paid  in  fall  at  the  end 
of  the  month,  the  account  will  show  a balance  as  an  accrued  liability.  It  is  harely 
possible,  also,  tliat  the  acconnt  might  show  salaries  prepaid,  though  this  is  not  proI)al)le. 
Otherwise  no  balance  will  be  carried  forward  to  the  next  period. 


SHIPPING  AND  DELIVERIES 
(Acconnt  No.  31,  page  30) 

This  acconnt  is  charged  for  wages  paid  and  for  all  fixed  and  general  cliarges  of  the 
Shipping  and  Delivery  departnient  for  the  month.  These  cliarges  will  vary  from  jicriod 
to  period  and  in  different  lirins,  hnt  the  items  are  such  that  there  shonld  he  no  tronhle 
in  distinguishing  them  as  chargeable  to  the  Shipping  and  Deliveries  account.  As  a 
usnal  thing,  the  acconnt  will  show  no  prepaid  or  accrued  items  at  the  end  of  the  month. 
It  is  closed  at  the  end  of  the  monthly  period  into  tlie  General  and  Office  Expense 
account. 


ADVERTISING 
(Account  No.  32,  page  30) 

This  account  is  charged  witli  the  advertising  expenses  of  the  period  and,  as  illus- 
trated,  is  closed  into  the  Selling  Expense  account  (No.  34,  page  30)  at  the  end  of  the 
month. 

This  account  may  represent  a deferred  expense  (meaning  advertising  prepaid), 
in  which  case  the  balance  of  advertising  unabsorbed  by  the  current  month  will  lie  car- 
ried forward  as  an  asset  to  the  new  period.  It  is  ]iossible,  also,  that  tlie  account  might 
represent  an  accrued  liability.*  Unless  advertising  is  either  prepaid  or  accrued,  the 
account  will  show  no  balance  to  be  carried  forward  to  the  following  period. 


SELLING  CHARGE S 
(Account  No.  33,  page  30) 

The  purpose  of  this  account  is  to  show  how  much  of  the  total  expense  of  selling  has 
been  absorbed  in  the  cliarges  to  customers.  Each  time  an  Individual  Job  Summary  is 
completed,  a certain  percentage  is  added  for  selling  expense  (see  Individual  Job  Sum- 
niary,  page  62),  and  when  the  Job  summaries  are  entered  in  the  Sales  Register  the  sell- 
ing cliarges  are  debited  (see  page  17A)  in  the  proper  column  under  the  “General 
Ledger’’  group  of  columns.  The  total  of  this  column  is  then  jiosted  at  the  end  of  the 
period  to  the  debit  of  this  account  and  to  the  credit  of  the  Selling  Expense  account 
(No.  34,  page  30). 

* This  means  that  advertising  expense  has  accrued  against  the  firm  but  that  hüls  have  not  yet  heen  rendered  In 
case  the  bills  have  been  rendered  to  the  buslness  the  unpaid  debt  shonld  stand  as  a credit  to  a creditor’s  account  and  not 
as  an  accrued  liability  in  the  Advertising  account.  In  other  words,  if  the  bill  has  been  rendered  the  entry  debiting  Adver- 
tising and  creditlng  the  proper  creditor’s  account  in  the  Accounts  Payable  column  of  the  Cash-.Iournal  and  Purchase 
Register  should  have  been  made. 
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Tlie  Sellin"  Cliai'"es  acconnt  is  closed  for  the  tolal  debits  of  tlie  period  dii’ectly  inlo 
tlie  Löss  and  (iain  acconnt  (see  Cash-Jonrnal,  page  14). 

SELLING  EXPENSE 
(Acconnt  No.  34,  page  30) 

Tliis  acconnt  is  cliarged  for  salaries,  for  all  actnal  selling  expenses  ])aid  or  accrned, 
and  for  a proi)ortion  of  the  tixed  cliarges  and  iniscellaneons  exiVnses,  as  sliown  by  the 
disti-ibntion  of  tliese  expenses  in  the  Casli-Jonrnal.  It  is  also  debited  for  tlie  cost  of 
advertising,  wliich  acconnt  (No.  32,  page  30)  is  closed  at  the  end  of  the  niontli  by 
jonrnal  entry  into  the  Selling  Exi»eiise  acconnt. 

The  acconnt  is  credited  for  the  ainonnt  of  selling  expenses  ahsorhed  dnring  the 
peiiod  hy  individual  Jobs,  wliich  ainonnt  has  heen  debited  froin  the  proper  colninn  in 
the  Sales  Register  (page  ITA)  to  the  Selling  Cliarges  acconnt.  The  balance  of  this 
acconnt,  whether  it  he  a debit  or  credit  ainonnt,  is  closed  by  jonrnal  entry  directlj'  to 
the  IjOSS  and  Gain  acconnt. 

It  shonld  be  nnderstood  ttiat  the  SELLING  EXPENSE  ACCOUNT  fs  dehitcd /or 
ihe  actual  expenses  of  seUinp,  while  the  SELLING  CIIAKGES  ACCOUNT  is  debited 
for  the  (unount  of  these  aeliial  expenses  ichich  the  indwidual  jobs  absorb.  Since  one  ac- 
connt is  closed  into  the  other,  the  cost  is  not  shown  twice.  Any  debit  balance  remain- 
ing  in  the  Selling  Expense  acconnt  thns  represents  the  failnre  on  the  part  of  individual 
Jobs  to  absorb  the  actnal  selling  expenses  of  the  period,  while  a credit  balance  in  this 
acconnt  shows  by  how  ninch  the  individual  jobs  have  over-absorbed  these  actnal  sell- 
ing expenses  of  the  period.  In  this  way  the  Selling  Expense  and  Selling  Cliarges  ac- 
connts  serve  as  a gnide  to  the  Proprietor  to  show  whether  the  percentage  of  selling  ex- 
jiense  applied  against  each  individual  job,  or  cost  of  work  done,  is  too  large  or  too  small 
actnally  to  absorb  the  selling  expenses  of  the  bnsiness. 


SALES  ALLOWANCES  AND  DISCOUNTS 
(Acconnt  No.  35,  page  30) 

This  acconnt  is  debited  throngh  the  Sjiecial  colninn  in  the  Cash-Jonrnal  and  Pur- 
chase Register  for  all  disconnts  and  allowances  inade  to  cnstoniers. 

As  shown  by  the  several  entries  of  the  inonth,  the  cnstoiner  receives  credit  for  all  al- 
lowances of  whatever  natnre  inade.  At  the  end  of  tlie  monthly  period  the  acconnt  is 
closed  into  the  Sales  acconnt,  thns  showing  that  the  actnal  sales  of  the  period  have 
beeil  redneed  by  the  ainonnt  of  any  allowances  inade.  Oftentiines  these  allowances 
and  disconnts  are  cliarged  directly  to  the  Sales  acconnt  froni  the  Book  of  Original 
Entry,  bnt  good  bookkeeping  deniands  that  the  Sales  acconnt  clearly  show  the  gross 
sales  inade  for  (he  period,  while  this  acconnt  records  the  rednelions  froni  those  gross 
sales  to  arrive  at  the  net  sales  of  the  period  (see  Incoine  Statement,  page  44). 


SALES 

(Acconnt  No.  30,  page  31) 

The  pnrpose  of  the  Sales  acconnt  is  primarily  to  show  the  volnine  of  bnsiness  done. 
The  acconnt  is  credited  froni  the  Sales  Register  for  the  total  of  all  sales  inade  dnring 
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tlie  period,  as  sliown  by  the  Sales  column,  ander  “General  Ledger  Credits”  (page  17B). 
The  acconiit  is  debited  throngh  the  Cash-Jonrnal  for  all  allowances  made  to  eiistomers, 
these  allowances  being  first  posted  to  the  Sales  Allowances  and  Discounts  account  de- 
scribed  above. 

The  balance  of  the  account  represents  the  net  sales  of  the  period  (as  shown  on  the 
Income  Statement,  page  44),  and  is  closed  at  the  end  of  the  month  by  joui*nal  entry 
to  the  credit  of  the  Trading  account  (Xo.  38,  page  31).  This  closing  entry  is  niade 
throngh  the  Cash- Journal  and  Purchase  Register  (see  closing  entries,  page  14).  The 
Sales  account  shows  no  balance  at  the  end  of  the  period,  for  it  is  siniply  a Clearing 
account  for  the  sales  of  the  current  month. 


SPECIAL  SALES 
(Account  No.  37,  page  31) 

The  Special  Sales  account  is  credited  for  any  special  sales  made.  These  sales,  such 
as  spoilage  and  inside  sales,  are  not  chargeable  to  custoniers.  The  account  will  also 
include  sales  of  salvage,  and  will  be  closed  at  the  end  of  each  eurrent  month  to  the 
Trading  account  in  the  General  Ledger.  It  shows  neither  a debit  nor  a credit  balance, 
being  an  Income  account  only. 


TRADING 

(Account  No.  38,  page  31) 

This  account  summarizes  the  merchandise  operations  of  the  business  for  the  month. 
It  is  credited  for  the  net  sales  from  the  Sales  account,  and  for  any  balance  of  Special 
Sales  as  shown  by  that  account.  The  account  is  debited  for  the  cost  of  completed  work, 
as  shown  by  the  Cost  Completed  Work  Debit  column,  under  “General  Ledger”  (page 
17A),  in  the  Sales  Register.  This  account,  then,  serves  to  bring  together  for  comi)ari- 
son  the  cost  of  doing  work  in  the  plant,  and  the  return  to  the  business  for  having  in- 
curred  those  costs.  In  other  words,  the  departments  (and  Work  in  Process)  are  debited 
for  all  costs  incurred  on  account  of  manufacturing  operations^  and  then  as  work  is 
completed  the  departments  (and  AVork  in  Process)  are  credited  (throngh  the  Sales 
Register),  and  Trading  account,  in  turn,  is  debited  for  the  total  cost  of  producing 
Jobs.  AAJiat  Customers  pay  for  tliese  same  Jobs  is  credited  (after  passing  through  the 
Sales  account)  to  this  account,  so  the  management  has  a ready  method  of  determining 
the  cost  of  operating  the  business  with  the  returns  from  operating  the  business. 

The  balance  of  the  account  then  shows  the  gross  profit  or  gross  loss  on  trading  for 
the  period,  which  amount  is  transferred  by  joiirnal  entry  (see  closing  entries,  page 
14)  to  the  Loss  and  Gain  account.  The  Trading  account,  being  a Clearing  account  foi 
the  sales  and  cost  of  sales  of  the  month,  will  show  no  balance  to  be  carried  forward  to 
the  new  period. 


DISCOUNTS  ON  PURCHASES 
(Account  No.  39,  page  31) 

This  account  will  be  credited  for  the  total  of  the  Discount  on  Purchases  credit 
column  in  the  Cash-Journal  and  Purchase  Register.  The  balance  of  the  account  at  the 
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end  of  tlie  month,  whicli  shows  tlie  total  disconnts  taken  on  creditors’  bills,  will  be 
closed  directly  to  the  Löss  aud  Gain  accouut. 

Wliile  sometimes  discounts  on  sales  aud  disconnts  ou  purcliases  are  all  recorded 
in  tlie  sanie  acconnt,  it  is  better,  botli  froni  tlie  standpoint  of  the  correctness  of  tlie 
bookkeeping  records,  as  well  as  for  convenience  in  niaking  the  Inconie  Tax  Returns, 
to  separate  tliese  disconnts  received  and  disconnts  allowed.  Tliey  are  entirely  differ- 
ent in  tlieir  natnre,  for  one  represents  a revenne  and  the  otlier  an  expense. 


INTEREST  INCOME 
(Acconnt  No.  40,  page  31) 

Tliis  acconnt  will  be  credited  for  all  iuterest  received  froni  Notes  Receivable,  from 
overdne  acconnts,  and  froni  iuterest  earned  on  the  daily  balances  carried  snbject  to 
check. 

At  the  end  of  the  period  the  acconnt  will  he  closed  directly  to  the  Löss  and  Gain 
acconnt.  It  sliould  aiipear  on  the  Income  Statement  (see  page  44)  as  an  item  nuder 
“Otlier  Income  and  Expense.”  In  otlier  words,  tliis  income  is  not  inclnded  in  arriving  at 
the  net  operating  protit  of  the  period. 

FACTORY  LEDGER 
(Form  C-1,  pages  32  to  35  inclusive) 

All  of  the  acconnts  in  the  Factory  Ledger  are  snmmarized  in  total  and  controlled 
hy  the  Work  in  l'rocMss  acconnt  (No.  (5,  page  25)  in  the  General  Ledger.  As  lias  lieeii 
said  hefore,  the  opening  halance  of  the  Work  in  Process  acconnt  represents  the  snm  of 
the  opening  balances  (see  ahstract  of  l^’actory  Ledger,  page  21)  as  sliown  hy  tliese 
Factory  acconnts. 

The  debits  for  the  month  to  the  Work  in  Process  acconnt  represent  in  total  the 
detailed  debits  niade  to  the  Factory  Ledger  acconnts,  wliile  the  monthly  credit  to  the 
Work  in  Process  acconnt  represents  the  total  detailed  credits  made  to  tliese  snbsidiary 
acconnts.  Fnrthermore,  the  closing  halance  of  the  Work  in  Process  acconnt,  as  showu 
hy  the  Ahstract  of  the  Factory  Ledger  (see  page  41)  represents  the  snm  of  the  closing 
balances  of  the  acconnts  in  the  Factory  Ledger.  It  is  tlins  seen  tliat  tliese  detailed 
mannfactnring  acconnts  are  comidetely  snmmarized  and  controlled  hy  the  one  Con- 
trolling acconnt  in  the  General  Ledger. 


PAPER  DIRECT 
(Acconnt  No.  41,  page  32) 

The  opening  halance  of  tliis  acconnt,  which  represents  the  paper  in  pvocess  of 
mannfactnre  at  the  heginning  of  the  period,  is  the  cost  valne  of  jiaper  reqnisitioned 
from  the  stock  rooiii  for  nse  in  mannfactnring  and  which  is  now  heing  nsed  ou  partly 
completed  Jobs. 
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Tlie  account  is  debited  for  all  additional  requisitions  of  paper,  at  cost  price,  made 
during  tlie  period.  The  account  is  credited  for  the  cost  of  paper  going  into  completed 
Work.  For  inventory  purposes  at  the  end  of  the  monthly  period,  the  actiial  cost  of 
l)aper  in  work  in  process  of  maiinfactnre  is  carried  directly  to  the  credit  side  of  the 
account.  This  inconipleted  work  may  he  computed  froin  the  entries  on  the  Individual 
Job  Suniniaries  for  work  in  process.  The  account  sliould  then  halance  if  the  paper 
charged  to  Jobs  were  charged  at  the  actual  cost  as  shown  hy  the  dehit  side  of  the 
account. 

In  the  illustrated  transactions  entered  for  tlie  Deceniher  month,  it  has  been  as- 
sumed  that  the  Jobs  Avere  charged  at  the  actual  cost  and  that,  therefore,  there  is  no 
reserve  for  overhead  adjustnient  to  be  niade.  If,  however,  there  is  any  halance  re- 
niaiuing  in  the  account  it  represents  a mis-estiniate  of  cost,  and  this  adjustnient  is 
closed  to  the  Reserve  for  Overhead  account  ( No.  23,  page  28)  in  the  General  Ledger. 

Tlie  Avork  in  process  of  manufäcture  is  then  carried  doAvn  to  the  debit  side  of  the 
account  as  the  halance  to  the  ueAV  period.  This  halance  again  represents  a part  of  the 
total  work  in  process  at  the  dose  of  the  period,  as  slioAvii  in  the  Abstract  of  the  Factory 
Ledger  (page  41),  and  in  the  Work  in  Process  account  (No.  6,  page  25)  in  the  Gen- 
eral Ledger. 


INK  DIRECT 
(Account  No.  42,  page  32) 

BINDERY  MATERIALS  DIRECT 
(Account  No.  43,  page  32) 

MISCELLANEOUS  PURCHASES  DIRECT 
(Account  No.  44,  page  32) 

These  three  accounts  are  entered  in  the  books  in  the  same  Avay  as  described  for  the 
Paper  Direct  account.  If  it  is  possible  to  Charge  the  Jobs  produced  for  the  cost  of  the 
actual  luaterials  used,  these  accounts  aaTII  halance  at  the  end  of  the  month  Avhen  the 
Avork  in  process  is  entered  in  the  respective  accounts.  IIoAvever,  as  it  is  often  im})os- 
sible  correctly  to  Charge  the  ink  used  to  the  specific  Job,  but  only  an  arbitrary  Charge 
can  be  made  for  the  ink  used  on  small  jolis  produced,  a Reserve  for  Overhead  adjust- 
ment  may  often  be  necessary.  ln  the  illustrated  transactions  shoAvn  in  the  Demon- 
stration Book  no  Reserve  for  Overhead  adjustnient  is  shoAvn  for  any  of  the  Material 
accounts,  it  being  assumed  in  this  case  that  the  charges  made  to  jobs  exactly  correspond 
to  the  cost  of  materials  requisitioned  froiii  the  stock. 

The  halance  of  these  accounts  at  the  end  of  the  period  are  included  in  the  Ab- 
stract of  the  Factory  Ledger  (shoAvn  on  page  41)  and  in  the  halance  of  the  Work  in 
Process  account  (No.  6,  page  25)  in  the  General  Ledger.  These  balauces  are  carried 
foi-Avard  as  the  AVork  in  process  at  the  begiuniug  of  the  next  period. 


54 


GENERAL  FACTORY  EXl’ENSE 
. (Account  No.  45,  page  33) 

Tliis  accouiit  is  debited  for  wages  and  for  expenses  of  the  plant  wliich  cannot  be 
allocated  as  belonging  specifically  to  any  department  in  the  Factory.  It  will  include 
tlie  salary  of  Superintendent,  wages  of  factory  clerks  and  watchman,  and  cost  of  general 
factory  supplies  and  other  similar  items  of  expense.  The  account  is  closed  at  the  end 
of  the  inonth  (see  second  entry,  page  44)  into  tlie  factory  operating  accounts,  being  pro- 
rated  on  tlie  Suinmary  of  Departnient  Cost  for  the  inonth  as  a percentage  of  the  total 
department’s  direct  expense  (see  Cost  I^'orni  9-H,  line  17,  pages  57  and  58). 

As  explained  uiider  the  Work  in  l’rocess  account  (see  page '36  of  Treatise),  the 
auiouut  charged  to  this  account  is  re-distributed  over  the  productive  departments  of 
the  factory,  and  causes  the  debit  and  credit  postings  to  tbe  Work  in  Process  account 
(No.  6,  page  25)  in  tlie  General  Ijcdger  to  be  in  excess  of  the  actual  cost  of  work 
done  during  the  period  by  the  amount  of  this  additional  distribution.  As  it  is  impos- 
sible,  however,  to  Charge  this  expense  originally  to  the  several  operating  departments 
of  the  plant,  it  is  necessary  to  inake  this  re-distribution  in  the  manner  explained.  It 
is  important  that  the  reason  for  making  this  re-distribution  be  understood  by  anyone 
oi>eratiug  the  Standard  Accouiitiiig  System.  The  reason,  as  explained  previously  (see 
page  37  of  Treatise),  is  convenience  only,  and  is  not  a matter  of  principle. 


STOCE;  HANDLING  EXl’ENSE 
(Account  No.  46,  page  33) 

The  balance  of  this  account  carried  forward  from  the  previous  period,  and  which 
is  shown  in  the  Abstract  of  the  Factory  Ledger  (page  21 ),  represents  a part  of  the  work 
in  iirocess  balance  at  the  beginning  of  the  month.  The  account  is  debited  through  the 
Cash-Journal  and  l’urchase  Register  for  all  actual  costs  of  the  period.  It  is  credited 
for  the  amount  of  stock  handliug  expense  actually  absorbed  by  individual  Jobs. 

The  method  of  apportioniug  this  handling  expense  is  to  Charge  a fixed  percentage 
of  the  cost  of  the  direct  materials  used  (see  instructions  in  Standard  Cost  Finding 
System)  as  the  ex[)ense  for  the  handling  of  those  materials.  This  percentage  is  deter- 
mined  by  dividing  the  stock  handling  expense  of  the  previous  month  or  longer  period 
by  the  cost  of  stock  handled  during  the  corresponding  jieriod.  This  percentage  should 
be  corrected  from  period  to  period  if  necessary.  The  expense  is  entered  on  the  In- 
dividual Job  Summary  (see  “Cost  to  Rost”  column,  page  62)  aud  is  posted  to  the  Sales 
Register  upon  the  completion  of  the  job.* 

Ordinarily  the  percentage  applied  to  the  cost  of  materials  used  will  not 
be  exactly  correct,  and,  therefore,  will  not  exactly  absorb  the  actual  expenses  of  hand- 
ling stock  during  the  month.  Tlierefore,  in  accordance  with  the  explanation  given 
linder  the  Hand  Compositiou  department,  this  over  or  under  absorption  of  the  actual 
expenses  must  be  adjusted  through  the  Reserve  for  Overhead  account  (No.  23,  page  28). 


♦ If  desireil,  this  handling  expense  may  be  distrihuted  on  the  basis  of  the  number  of  pounds  of  stock  handled. 


HAND  COMPÜHITION  DEPARTMENT 


(Account  No.  47,  page  33) 

Tliis  accoimt  represeiits  one  of  tlie  productive  manufacturing  deparlinents  of  the 
plant.  The  balauce  carried  forward  froni  tlie  previous  period,  and  wliicli  represeiits 
a i)art  of  tlie  balance  of  tlie  Work  in  Process  accoiint  in  tlie  General  Ledger  (see  also 
Abstract  of  Factory  Ledger,  page  21),  sliows  tlie  valiie  of  tlie  Avork  in  process  in  tliis 
department,  at  the  set-iip  liour  rate,  at  tlie  beginning  of  tlie  inontli. 

The  department  is  debited  for  all  expenses  incurred  diiring  the  period,  incliiding 
wages,  fixed  and  variable  charges,  and  a percentage  of  the  General  Factory  Ex^iense 
and  General  Expense  accoiints.  All  charges  to  the  accoiint  will  be  iiiade  throiigh  the 
Cash- Journal  and  Purchase  Register. 

The  accoiint  is  credited  for  the  cost  of  completed  Avork,  as  shoAvn  by  the  Individ- 
ual Job  Suniinaries  of  the  period,  and  as  recorded  in  the  Sales  Register  (see  page  17) 
linder  ‘‘Factory  Ledger  Credits.”  For  inventory  piirposes  at  the  dose  of  the  period, 
the  total  cost  of  tlie  incoinpleted  Avork  of  the  department  is  carried  directly  to  the 
credit  side  of  the  accoiint.  The  amoiint  of  this  incoinpleted  Avork  Avill  be  ascertained 
by  Computing  froni  the  iinfinished  Individual  Job  Siimmaries  of  the  nioiith  the  total 
cliargeable  hours  of  AVork  doue  on  these  incoinpleted  Jobs,  and  niultiplying  this  total 
niimber  of  hours  by  the  average  set-up  hour  cost  of  the  preceding  tAvelve  mouths,  as 
shoAvu  by  Cost  Form  9-H.* 

If  all  the  charges  niade  to  Jobs  on  the  tinished  Job  siimmaries,  and  the  time 
charges  on  incoinpleted  Job  siimmaries,  are  exactly  proportional  to  the  depart- 
niental  expenses  of  the  niontli,  the  accoiint  will  balance  at  the  end  of  the  nioiith. 
Ilowever,  as  an  average  lioiir  cost  for  the  preceding  tAvelve  months  is  iised  for 
the  Work  done  during  the  month,  it  is  probable  that  there  aaüII  be  a balance 
(in  addition  to  the  Avork  in  process)  on  one  side  or  other  of  the  accoiint.  This 
balance  nieans  that  too  large  or  too  small  a set-up  cost  has  been  iised  for  the  de- 
partment. If  this  balance  appears  on  the  credit  side  of  the  accoiint,  it  means  that  the 
charges  to  Customers  are  less  than  the  actiial  expenses  of  the  department,  and  to  that 
extent  the  Jobs  of  the  month  have  failed  to  absorb  the  expenses  of  the  month.  On  the 
other  haud,  if  the  balance  appears  on  the  debit  side  of  the  accoiint,  it  means  that  the 
aniounts  charged  Customers  for  Avork  done  has  more  than  absorbed  the  actual  expenses 
of  the  month,  and  that  Customers  haA^e  been  charged  a rate  in  excess  of  the  actual  cost. 
This  Reserve  for  Overhead  Charge,  in  other  Avords,  shoAvs  that  the  hour  cost  iised  is 
out  of  Proportion  to  the  actual  cost  of  Ihe  department,  and  that  a higlier  or  a loAver  rate, 
as  the  case  inay  be,  should  be  iised  in  charging  to  the  individual  Jobs  the  cost  of  Avork 
done  in  the  Hand  Composition  department.  Whatever  this  balance  inay  be,  and  on 
Avhichever  side  of  the  accoimt  it  may  occur,  it  is  carried  to  the  Reserve  for  Overhead 
accoiint  (No.  23,  page  28)  in  the  General  Ledger  (see  entry,  page  14).  The  Avork  in 
process  is  then  broiight  doAvn  to  the  debit  side  of  the  accoimt  as  the  set-up  cost  of  in- 
completed  Jobs  at  the  beginning  of  the  neiv  month. 

* Inasmuch  as  the  set*iip  cost  may  vary  somewhat  from  the  actual  cost,  greater  accuracy  may  be  obtaiued  by  using 
the  actual  hour  cost  of  the  current  month  for  inveutorying  the  work  in  process. 
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OTHER  DEPARTMENTAL  ACCOUNTS 
(Accounts  48  to  55,  pages  33  to  35) 

Iiiiisinucli  as  tlie  other  (lei)ai'tmeiital  acconnts  are  liandled  in  exactly  tlie  sanie  nian- 
ncr  as  t!ic  Hand  Coinposition  acconnt  jnst  explained,  it  will  be  niinecessary  to  discnss 
cacli  of  tliein  in  detail.  These  remaining  acconnts  representing  tlie  other  departinents 
of  tlie  factory  are  dehited  and  credited,  and  are  adjnsted  to  tlie  Reserve  for  Overliead 
acconnt,  jnst  as  descrihed  ahove.  Sonie  of  the  Reserve  for  Overliead  adjnstnieiits  proh- 
ahly  will  he  on  the  dehit  side  of  the  acconnts  and  soine  will  he  on  the  credit  side  of  the 
acconnts,  hnt  the  lu-incijiles  involved  are  the  sanie,  for  in  either  case  the  halance  is 
closed  to  the  Reserve  foi-  Overliead  acconnt  (see  entry,  page  14).  The  hookkeeper  shonld 
liave  no  tronhle  in  closing  any  nnniher  of  ]dant  acconnts  if  he  nnderstands  the  explana- 
tion  given  ahove  for  the  Hand  Coinposition  department. 

Tn  eaidi  dejiartniental  acconnt,  the  halance  at  the  heginning  of  the  jieriod  represeiits 
a jiart  of  the  work  in  jirocess  of  the  hnsiness,  and  at  the  end  of  the  period  the  johs  in 
process  will  again  represent  the  (dosing  Avork  in  jirocess  in  the  respective  deiiartnients. 
Tlie  opening  and  closing  halances  will  lie  reflected  in  the  Work  in  Process  acconnt  ( No. 
6,  ]»age  25)  in  the  General  Ledger,  and  in  the  Ahstracts  of  the  Factory  Ledger  (pages  21 
and  41,  respectively ) . All  charges  and  credits  of  the  period  also  Avill  he  reflected  in  the 
^Vork  in  l’rocess  acconnt. 

AVhile  it  is  desirahle  in  each  case  to  niake  the  nsed  honr  cost  ahsorh  the  charges 
niade  to  the  de]»artnient  as  nearly  as  possihle,  it  is  iiiiich  safer,  ohvionsly,  to  have  the 
work  done  in  each  department  niore  than  ahsorh  the  actnal  expense  of  that  department 
than  to  fail  in  ahsorhing  these  monthly  expenses. 

PURCHASE  LEDGER 
(Form  C-2,  pages  36  and  37) 

It  is  not  necessary  to  discnss  the  individual  acconnts  listed  in  the  Purchase  Ledger. 
Each  acconnt  is  credited  for  amonnts  pnrchased  froni  these  concerns  and  each  one  is 
dehited  for  amonnts  paid  theiii  on  acconnt. 

AMiile  it  is  conceivahle,  and  sonietinies  actnally  occnrs  in  hnsiness,  that  a creditor 
may  he  overiiaid  and  his  acconnt,  therefore,  show  a dehit  halance  at  the  end  of  the 
])eriod,  the  nsnal  thing,  of  conrse,  will  he  for  all  acconnts  at  the  end  of  the  iiionth  either 
to  halance  or  to  show  a credit  anionnt  to  he  carried  forward  to  the  following  period. 
The  snm  of  the  halances  of  these  acconnts  in  the  Purchase  Ledger  eipials  the  halance 
shown  hy  the  Acconnts  Payahle  acconnt  (No.  12,  page  26)  in  the  General  Ledger.  These 
halances  will  also  he  listed  in  the  Ahstract  of  the  Purchase  Ledger  (page  41),  Avhich 
ahstract  shonld  he  a snpporting  schednle  to  the  Acconnts  Payahle  item  in  the  Halance 
Sheet  (page  45). 


SALES  LEDGER 
(Form  C-3,  pages  38  and  39) 

As  Avith  the  Purchase  Ledger,  it  is  niinecessary  to  discnss  each  individual  acconnt 
. appearing  in  this  snhsidiary  ledger.  The  acconnts  Avill  he  dehited  from  the  Sales  Reg- 
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ister  foi*  all  sales  of  printiiig  or  materials  iiuule  to  these  custoiners,  and  will  he  credited 
tlirougli  tlie  Cash- Journal  and  Purchase  Register  for  all  amouuts  paid  oii  account,  or 
for  all  allowances_  aud  discounts  given. 

The  accounts  will  show  at  the  end  of  the  period  either  iio  balance  or  a debit  balance. 
The  total  represents  the  amount  due  the  busiiiess  from  Customers.  It  is,  of  course, 
possible  that  some  account  may  be  overpaid,  and  may,  therefore,  show  a small  credit 
balance,  but  this  is  not  usual.  In  case  this  does  appear,  the  better  accounting  method 
is  to  include  credit  amounts  in  the  Sales  Ledger  as  a part  of  the  total  Accounts  Payable 
on  the  Balance  Sheet  rather  than  as  deductions  from  the  gross  Accounts  Receivable. 

The  reverse  is  true  for  Accounts  Payable,  namely,  that  any  debit  balances  should 
be  treated  as  Accounts  ReceiAmble  and  not  as  an  off-set  to  the  gross  Accounts  Payable. 
The  sum  of  these  Customers’  balances  at  the  dose  of  the  period  will  ecpial  the  balance 
of  the  Accounts  Receivable  account  (No.  3,  page  24)  in  the  General  Ledger,  and  will 
Support,  by  nieans  of  the  Abstract  of  the  Sales  Ledger  (page  41),  tlie  Accounts  Receiv- 
able item  appearing  in  the  Balance  Sheet  (page  45). 


IMPORTANT 

These  General  and  Subsidiary  Ledger  accounts  discussed  above  form  the  basis  for 
the  Standard  Accounting  System  and  summarize  all  the  Information  obtained  from  the 
various  records  and  books  of  accounts  used,  A proper  understanding  of  these  accounts 
means  a proper  understanding  of  the  condition  and  functioning  of  the  business,  vvhile 
failure  to  understand  these  accounts,  especially  the  operating  accounts  in  the  Factory 
Ledger,  means  a failure  to  grasp  and  to  understand  the  principles  set  forth  in  the  Standard 
Accounting  System. 


STATEMENTS 

(Form  E-1,  2,  and  3,  pages  43  to  45) 

These  three  Statements,  which  are  prepared  only  at  the  dose  of  the  current  and 
üscal  periods,  summarize  the  financial  operations  of  the  entire  business.  The  Statement 
of  Factory  Operations  (Form  E-1,  page  43)  analyzes  the  cost  of  completed  work  for  the 
period  and  gives  the  Cost  Completed  Work  item  as  shown  on  the  Income  Statement. 
The  Income  Statement  (Form  E-2,  page  44)  shows  what  progress  the  business  has 
made  during  the  period  just  passed;  that  is,  whether  the  business  has  made  money  or 
lost  money.  The  net  profit  or  loss  for  the  period,  as  shown  by  this  Statement,  is  carried 
to  the  Balance  Sheet  as  a part  of  the  Surplus,  or  of  the  Loss  and  Gain  item  on  that  State- 
ment. The  Balance  Sheet  (Form  E-3,  page  45)  shows  the  present  book  value  of  the 
assets  and  of  the  liabilities  and  the  excess  of  assets  over  liabilities,  which  excess  is 
represented  or  explained  by  the  Proprietorship  accounts. 


STATEMENT  OP  FACTORY  OPERATIONS 
(Form  E-1,  page  43) 

The  Statement  of  Factory  Operations  should  be  the  first  of  these  three  statements 
to  be  pre})ared.  All  of  the  necessary  information  may  be  obtained  directly  from  tlie 
accounts  in  the  Factory  Ledger,  and  it  is  necessary  to  ascertain  from  these  accounts  the 
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cost  of  completed  work  of  the  period  before  eitlier  tlie  Iiicoine  Statement  or  tlie  Bal- 
ance Sheet  can  be  prepared.  The  method  of  prepariug  this  scliedule  may  be  explained 
as  follows : 

Tnrn  first  to  tlie  accounts  representing  Direct  Materials  (page  32).  These  ac- 
connts  Show  the  cost  of  reijnisitions  for  the  nionth  for  paper,  iiik,  biiidery  materials, 
and  miscellaneons  pnrchases,  respectively.  Front  tliese  total  reipiisitions  will  be  dd- 
dncted  any  credit  adjustment  for  reserve  for  overhead,  or  will  be  added  any  debit  ad- 
jnstnient  for  the  reserve  for  overhead;  this  gives  the  net  nsed  cost  of  tlie  material  reqni- 
sitions  for  the  current  month.  The  reserve  for  overhead  adjustment  should  be  shown 
011  the  Statement  itself,  as  illustrated  for  the  several  operating  departments  (see  page 
43  ).  In  case  the  monthly  jirovision  for  reserve  for  overhead  is  distributed  at  the  begin- 
ning  of  the  month  over  the  materials  direct  accounts  as  well  as  over  the  operating  ac- 
counts, these  aniounts  should  be  added  to  the  cost  of  recpiisitions  to  obtaiu  the  figure 
which  is  carried  to-the  Statement  of  Factory  Operations. 

The  opening  and  closing  inventories,  which  ajipear  in  each  of  these  subsidiary  ac- 
counts, are  recorded  on  this  Statement  in  total  and  are  not  recorded  separately  for  each 
(h'partmeiit.  They,  therefore,  aiipear  iiear  the  dose  of  the  Statement. 

When  the  total  cost  is  obtained  for  each  of  the  direct  materials  by  the  method 
above  e.xjilained,  the  aniounts  are  entered  in  the  Current  Month  column  opposite  the 
resjiective  itenis.  To  the  total  of  the  direct  materials  charged  cost  of  the  period  is 
adcled  the  Stock  Handling  Exjiense.  The  Stock  Handling  Expense  is  iteniized  to  show 
not  only  the  used  cost,  obtained  by  taking  a percentage  of  the  coSt  of  direct  materials 
nsed,  but,  as  well,  the  total  actual  cost  and  the  reserve  for  overhead  adjustment  for 
the  nionth.  The  total  of  these  aniounts  (materials  and  stock  handling)  gives  the  gross 
charged  cost  of  materials  and  handling  for  the  current  period.  To  this  total  is  added 
the  cost  of  labor  and  overhead  charges  of  the  factory  operating  departments. 

The  cost  of  operating  each  of  the  jiroductive  departments  of  the  plant  may  be  as- 
cerlained  from  the  respective  Factory  Ledger  accounts.  The  total  debits  niade  to  the 
accounts  for  the  nionth  include  the  opening  provision  for  the  reserve  for  overhead,  the 
direct  labor  cost  of  the  iieriod,  and  the  total  bürden  or  overhead  expense.  The  sura  of  ; 
these  three  itenis  iiiake  uji  the  actual  department  expenses  of  the  nionth.  From  this 
total  must  be  deducted  any  credit  adjustment  for  reserve  for  overhead,  for  this  credit 
adjustment  iiieans  that  individual  jobs  have  not  been  charged  as  niuch  for  work  done 
as  Ihe  auiount  actually  debited  to  the  departmental  account,  but  only  for  that  total 
aniount  less  the  reserve  for  overhead  adjustment.  On  the  other  hand,  if  the  reserve  for 
overhead  adjustment  at  the  dose  of  the  nionth  appears  on  the  debit  side  of  the  Factory 
account,  the  amonnt  must  be  added  to  the  actual  expenses  of  the  nionth  to  obtain  the 
consumed  cost  of  the  department  for  the  period. 

On  the  Statement  of  Factory  Operations,  as  illustrated,  and  as  recommended  for  | 
use  in  the  Standard  Accounting  System,  not  only  is  the  total  consumed  cost  (that  which  | 
is  actually  charged  individual  jobs  for  work  (lone)  of  the  period  shown,  but,  as  well, 
the  total  actual  exjiense  of  the  nionth,  less  the  credit  reserve  for  overhead  adjustment,  i 
or  jilus  the  debit  reserve  for  overhead  adjustment.  The  reason  for  showing  these  actual  | 
exiieiises  and  adjustments  will  be  obvious  to  the  Student  of  the  System.  Suppose,  to  ! 
make  the  illustration  niore  clear,  that  the  only  aniount  shown  for  the  Hand  Composition 
dejiartment  was  the  fl, 042. 30  item  (the  consumed  cost)  appearing  on  page  43;  how  ! 
is  the  proprietor  to  know  from  an  inspection  of  the  Statement  of  Factory  Operations 
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wlietliei-  Ulis  figure  represeiits  tlie  actual  cost  of  the  departiiioiit,  wlietliei-  il  is  eoiisider- 
ably  above  the  actual  expense  of  opcratiii"  the  depai-tiiient,  or  whether  it  is  soniewbat 
below  the  actual  expense  of  the  depai-tuient  for  the  iiiontli.  Tbis  stateuient  is  prac- 
tically  meaningless  unless  we  do  sbow  not  only  the  consuuied  cost  of  the  jicriod,  but 
also  the  actual  expeuses  of  the  uioiith  and  the  debit  ov  credit  reserve  for  overliead  adjust- 
"Iiient  as  recorded  in  the  books. 

The  cousumed  cost  for  each  department  is  found  in  the  inaiiiier  described  above, 
but  tlie  opeiiing  and  closing  inventory  for  eacli  account  is  not  taken  into  consideratiou 
uutil  later  on  the  statenient.  The  total  cost  for  all  of  tlie  operating  deiiartinents  is 
next  found  and  this  total  entered  in  the  Current  Month  coluinn.  To  this  aniount  is 
added  the  gross  charged  cost  of  materials  and  handling,  which  gives  the  total  cousumed 
cost  for  materials,  labor  and  overliead  expense.  To  this  amount  is  added  tlie  opening 
Work  in  Process  inventory  as  shown  by  that  account  (No.  ß,  page  25)  in  the  General 
Ledger.  From  the  sum  thus  obtained  is  deducted  the  closing  iiivenlory  of  W'ork  in 
Process  as  also  shown  by  the  General  Ledger  account.  The  result  obtained  is  the  Cost 
of  Completed  Work. 

In  case  there  is  also  maiiufactured  stock  made  during  the  month,  or  in  case  work  is 
done  for  the  office,  this  final  total  oii  the  Statement  of  Factory  Operations  must  be 
divided  among  the  cost  of  completed  work  (cost  of  sales),  the  cost  of  maiiufactured 
stock,  and  the  cost  of  general  and  office  supplies.  Upon  the  completion  of  this  schedule 
the  bookkeeper  is  reaily  to  proceed  in  the  preparation  of  the  Iiiconie  Statement  for  the 
month  or  period  under  review. 


INCOME  STATEMENT 
(Form  E-2,  page  44) 

The  progress  of  the  business  during  the  month,  or  fiscal  period  considered,  is 
shown  by  the  Income  Statenient.  Perliaps  the  foremost  (juestion  in  the  printeFs  mind 
is  whether  he  has  made  or  lost  money  during  the  period  just  passed,  and  in  order  to 
bring  tbis  most  clearly  before  the  owner  of  the  business  it  is  recommended  that  the 
bookkeeper  use  the  Standard  form  of  Income  Statement  shown  in  the  Demonstration 
P>ook  (page  44).  While  only  the  current  month  is  illustrated  in  the  recorded  transac- 
tions,  pi  ovisioii  is  made  oii  the  form  presented  by  the  United  Tyjiothetae  of  iVnierica  for 
recording  the  tiscal  year  to  date,  and  for  showiiig  the  corresponding  month  and  jiorlion 
of  the  tiscal  iieriod  of  the  prevous  year.  The  use  of  ]iercentages  will  be  found  helpful 
in  interpreting  the  tigures  on  the  income  Statement,  and  their  use  is  recommended. 

The  preparation  of  the  Income  Statement  is  not  a difficult  task.  The  gross  sales 
of  the  month  may  be  obtained  from  the  Sales  account  (No.  30,  page  31)  in  tlie  General 
Ledger,  and  the  amount  will  be  placed  in  the  Current  IMontli  coluinn  on  the  Income 
Statement  form.  From  this  amount  all  sales  allowaiices  and  discounts  will  be  de- 
ducted in  Order  to  show  the  net  sales  made  to  customers  during  the  period.  If  any 
sjiecial  sales  have  been  made  during  the  month,  or  year,  as  the  case  may  be,  tbese 
sliould  be  added  to  the  net  sales  to  obtain  the  gross  income  from  business  operations. 
All  items  of  salvage,  which  may  be  carried  in  a sejiarale  account  in  the  General  Ledger, 
sliould  be  shown  as  a separate  item  on  the  Income  Statement  and  iiicluded  in  gross 
income. 
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Front  tliis  total  so  obtaiiied  will  now  be  deducted  tliat  portiou  of  tlie  Cost  of 
Coinpleted  Work,  as  found  on  tlie  Statement  of  Factory  Operations,  wliicli  repre- 
seuts  the  cost  of  all  work  done  exclusive  of  that  placed  in  stock.  The  balance  re- 
mainin«;  reitreseiits  the  Gross  Profit  on  Trading.  Front  the  gross  profit  on  trading  is 
next  deducted  the  selling  expenses  of  the  mouth.  While  it  is  not  necessary  to  do  so, 
it  is  suggested  that  the  Selling  Expenses  be  subdivided  (as  shown  on  the  Income  State- 
ment, page  44)  to  show  the  total  aniount  absorbed  by  individual  Jobs,  and  the  amount 
rentaining  unabsorbed;  in  case  the  actual  expense  was  over-absorbed,  show  the  total 
antount  absorbed  less  the  over-absorption  to  arrive  at  the  actual  selling  expense  of  the 
period. 

The  total  selling  expense  deducted  from  the  gross  profit  on  trading  gives  the  Net 
0[)erating  Profit  (or  Löss)  of  the  period.  To  this  net  operating  profit  must  be  added 
other  items  of  income,  such  as  Discounts  on  Ibirchases  and  Interest,  and  from  it  must 
be  deducted  other  items  of  expense.  The  balance  remaining  represents  the  Net  Profit 
(or  Löss)  of  the  period. 

Tn  the  preparation  of  the  Anuual  Income  Statement  the  Interest  on  Plant  Invest- 
ment should  be  included  under  other  incomes  and  expenses,  but  as  this  account  does  not 
record  ordinary  profit  and  loss  of  operations,  it  is  better  to  allow  this  account 
to  accrue  until  the  end  of  the  fiscal  year.  The  Statement  shown  for  Illustration  is 
siniply  the  Statement  for  the  transactions  of  the  month,  and  does  not  include  the  com- 
pletecl  o])erations  of  the  year.  Therefore  no  interest  on  plant  Investment  is  shown  in 
this  Income  Statement. 

This  net  income  of  the  month  should  agree  with  the  changes  occurriug  iu  the  Loss 
and  Gain  account  (No.  17,  i>age  27)  in  the  General  Ledger.  ln  case  other  adjusting 
items  appear  in  the  Loss  and  Gain  account  it  may  be  well  to  prepare  a separate 
schedule  (see  page  44),  explaining  in  detail  the  changes  which  have  occurred  in  the 
Loss  and  Gain  account. 

The  net  income,  as  shown  by  the  Income  Statement,  must  be  reflected  in  the 
Palance  Sheet  as  at  the  end  of  the  period,  for  it  is  this  item  which  enables  the  book- 
keeper  to  prove  as  correct  the  change  which  has  occurred  iu  the  Proprietorship  as 
shown  on  the  Balance  Sheet.  This  Balance  Sheet  the  bookkeeper  is  now  ready  to 
prepare. 


BALANCE  SHEET 
(Form  E-3,  page  45) 

The  Balance  Sheet  is  the  ultimate  goal  of  all  accountiug  and  shows  the  printer  the 
financial  Status  of  his  business  at  the  time  it  is  prepared.  It  is  recommended  that  the 
form  of  balance  slieet  shown  in  the  Demonstration  Book  (page  45)  be  used  in  prepar- 
ing  the  monthly  and  animal  Statements  of  the  present  worth  of  the  business.  As  said 
before,  this  form  is  very  simple  and  easily  understood,  and  it  shows  the  groups  of  ac- 
couiits  arranged  in  the  general  order  in  which  they  are  arranged  in  the  Ledger. 

The  assets  are  divided  into  current,  fixed,  and  deferred  assets.  The  total  for  each 
group  is  shown  separately  so  that  the  proprietor  may  see  at  a glance  the  total  amount  of 
liis  working  assets,  the  total  net  investmeut  in  plant  and  equipmeut,  and  the  total  amount 
of  prepaid  expenses.  The  total  of  these  three  groups  represents  the  gross  assets  of  the 
business. 
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Next  is  sliown  tlie  current  liabilities.  The  total  of  the  current  liabilities  is  given  in 
Order  tbat  a ready  comparison  may  be  made  with  the  total  of  the  current  liquid  assets. 
As  the  solvency  of  auy  business  depeuds  upon  its  ability  to  pay  its  obligations  in  the  ordi- 
nary  course  of  business,  the  relation  between  the  current  assets  and  current  liabilities 
in  any  business  is  most  important.  Grouped  with  the  liability  accounts  are  the  special 
reserves  carried  in  the  Ledger.  The  total  of  the  current  liabilities  and  of  the  reserves 
is  then  deducted  from  the  total  gross  assets  to  ascertain  the  Excess  of  Assets  over 
liabilities  and  reserves.  This  excess  of  assets  over  liabilities,  as  explained  early  in  the 
Treatise,  is  the  proprietorship  in  any  bnsiness.  This  ])roprietorship  is  represented  by 
the  proprietorship  accounts  (Nos.  15,  16,  and  17 j in  tlie  General  Ledger. 

It  will  be  observed  that  the  two  “allowance”  accounts,  which  show  credit  balances 
in  the  Ledger,  are  not  shown  on  the  Liability  side  of  the  Balance  Sheet.  As  these  two 
allowances  measure  actml  holes  in  the  respective  asset  accounts,  the  Allowance  for 
Bad  Debts  is  deducted  from  the  Accounts  Keceivable,  and  the  Allowance  for  Deprecia- 
tion  is  deducted  from  the  Machinery  and  Bquipment  to  show  the  net  value,  resi^ectively, 
of  those  two  asset  accounts. 

AVhile  it  is  impossible  to  write  off  any  specific  cnstomer’s  account  nntil  the  asset 
is  actually  determined  to  be  worthless,  experience  bas  proven  that  tliese  losses  do 
occur ; therefore,  while  it  cannot  be  said  which  accounts  are  bad,  the  Balance  Sheet 
should  show,  as  the  value  of  the  Accounts  Keceivable,  not  the  gross  book  value,  but 
what  the  experience  of  the  individual  business  and  tlie  judgment  of  the  proprietor 
really  expect  will  be  realized  from  those  accounts. 

In  the  case  of  the  Allowance  for  Depreciation,  it  has  been  explained  previously 
that  this  account  measures  the  estimated  loss  which  has  taken  place  in  tlie  Macliinery 
and  Equipment;  therefore,  the  jiresent  value  of  the  IMachinery  and  Eiiuipment  is  not 
the  cost  pricc  which  is  shown  by  the  Ledger  ai'count,  but  the  cost  price  less  this  accu- 
niulated  depreciation,  and  this  value  should  be  shown  net  on  tlie  Balance  Sheet.  While 
there  is  a tendency  on  the  part  of  some  businesses  to  write  up  their  jilant  assets  to  cur- 
rent market  values,  it  has  been  emphasized  continually  in  this  Treatise  that  the  nia- 
chinery  and  equipment,  or  plant  assets  of  any  kind,  should  be  carried  on  the  books  at 
original  cost,  and  the  depreciation  computed  on  those  cost  prices.  The  best  account- 
ing  practice  demands  that  acconnts  be  kept  on  the  basis  of  cost,  and  any  other  basis 
of  account  keeping  is  not  only  not  conservative  policy  on  the  part  of  the  business  prac- 
tising  it,  but  is  actually  dangerous  because  of  the  inaccurate  inforniation  furnished 
the  management.  For  credit  purposes,  which  is  usually  the  reason  given  for  writing 
up  ])lant  assets,  every  result  may  be  obtained  liy  simply  statiiig  in  a footnote  on  the 
Balance  Sheet  the  present  appraised  value  of  the  plant ; the  books  are  then  left  as  they 
should  be,  naniely,  to  show  cost  prices  only  of  plant  and  equipment. 

The  other  accounts  shown  on  the  Balance  Sheet  represent  the  present  balances  of 
those  accounts  in  the  General  Ledger.  The  ledger  accounts  may  be  balanced  before 
the  Balance  Sheet  is  prepared,  if  it  is  so  desired,  so  that  in  checking  the  itenis  back  to 
the  General  Ledger  it  would  be  found  that  each  aniount  on  the  Balance  Sheet  repre- 
sented the  balance  of  that  ledger  account  as  of  the  date  the  financial  Statement  was  pre- 
pared. It  should  be  observed  that  only  General  Ledger  accounts  aiijiear  in  tlie  Balance 
Sheet,  the  Subsidiary  Ledger  accounts  being  summarized  by  or  re])i-esented  through  the 
corresponding  Controlling  account. 
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As  previonsly  mentioned,  exhibits  consistiiig  of  Abstracts  of  tlie  Subsidiary  Ledgers 
(see  page  41)  sbould  be  pi-epared  to  support  these  Controlling  acconnts  appearing  on 
tlie  Balance  Sheet  of  the  bnsiness.  If  properly  prepared,  notbing  in  the  Standard  Ac- 
connting  System  will  give  tbe  i)rinter  so  niiicb  and  sncb  valnable  Information  as  tbat 
wbieb  be  can  obtain  froni  tbe  monthly,  or  fiscal,  balance  sbeet  and  from  tbe  otber  State- 
ments and  exhibits  wbieb  sbonld  accompany  it. 


ORDEB  BOOK 
(Form  G,  page  47) 

Tbe  Order  Book,  as  recommended  in  tbe  Standard  Acconnting  System,  is  an  Ac- 
cessory  Record  and  fnrnisbes  no  information  wbieb  is  transferred  to  tbe  ledger  ac- 
connts. It  contains  memoranda  as  to  tbe  date  of  tbe  order,  tbe  Job  nnmber,  tbe  name 
of  tbe  cnstomer,  a brief  description  of  tbe  subject  matter  of  tbe  Order,  tbe  date  tbe  work 
is  ])romised  to  tbe  cnstomer,  and  tbe  date  it  is  billed  ont.  Tbis  book  Avell  illnstrates 
tbe  value  of  an  Accessory  Record,  wbieb  is  not  directly  a part  of  tbe  bookkeeping  Sys- 
tem, bnt  wbieb  sn])ports,  in  a very  important  and  valnable  way,  entries  wbieb  do 
go  into  tbe  actnal  books  of  acconnt.  As  illnstrated  in  tbe  transactions  entered  in  tbe 
i)Ooks  and  records  comprising  tbe  System,  tbe  information  contained  in  tbis  book  is 
most  valnal)le  as  a check  on  tbe  work  done  in  tbe  plant,  and  reference  will  be  made 
regnlarly  and  often  in  any  bnsiness  to  tbis  Accessory  Record. 

As  mentioned  early  in  tbe  Treatise,  tbe  Order  Book  sbonld  be  kept  by  itself,  and 
it  will  probably  be  fonnd  desirable  to  have  a separate  and  bonnd  book  in  wbieb  to 
record  tbe  Orders  as  received  from  salesmen,  or  as  coming  direct  from  Customers. 


SÜALAIARY  OF  SALES  FOR  YEAR 
(Form  II,  pages  48  to  52  inclusive) 

Tbe  Snmmary  of  Sales  for  tbe  Year  is  provided  for  tbose  printers  wbo  desire  to 
nse  tbe  Distribution  of  Sales  colnmns  in  tbe  Sales  Register  (described  on  pages  24  to  ol 
of  tbis  Treatise).  It  will  sbow  in  snmmary  tbe  total  cost  of  tbe  montb  for  materials 
and  departments,  tbe  total  retnrns  from  tliese  materials  and  operating  de])artments 
and  tbe  profit,  or  loss  (in  red),  for  eacb  dniing  tlie  montb  nnder  consideration.  Tbis 
Snmmary  of  Sales  will  enable  tbe  executive  to  see  at  a glance  tbe  resnlts  of  bis  busi- 
ness  for  tbe  montb  and  it  will  give  bim  information  wbieb  be  can  little  afford  to  be 
witbont. 

AVbile  tbe  “Factory  Ledger  Credits”  colnmns  (pages  17  and  17A)  in  tbe  Sales 
Register  give  tbe  detailed  cost  of  tbe  montb  for  Jobs,  and  tbe  “Distribution  of  Sales” 
colnmns  (pages  17B  and  18)  give  tbe  detailed  retnrns  of  tbe  montb’s  Jobs,  tbis  montbly 
snmmary  of  sales  gives  tbe  identical  information  in  total,  and  sbows,  in  addition,  tbe 
ojiening  and  closing  inventories  of  work  in  process  for  tbe  montb,  and  tbe  adjust- 
ments  for  reserve  for  overbead  (tbe  credit  adjnstments  in  red),  tbns  placing  before 
tbe  Printer  in  actnal  figures  tbe  montb’s  profits,  or  losses  (in  red),  on  tbe  materials 
nsed  and  for  eacb  of  tbe  operating  departments  of  tbe  montb.  Tbe  Snmmary  sbonld 
lie  made  uj)  montbly. 
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Tlie  amouiits  in  tlie  Openiiig  Inventory  cohiinn  will  be  tlie  opeiiiiig  invoiitories  as 
sliown  in  tlie  Factory  Ledgei-  acconnts  (pages  32  to  35  inclusive).  These  inventories 
will  be  placed  ojiposite  tlie  corresponding  acconnt,  as  sliown  nnder  tlie  heading  “Divi- 
sion of  Sales.”  In  tlie  ne.xt  colninn,  entitled  JMontlily  Cost,  Avill  be  entered  tbe  total 
costs  of  tlie  inontli.  The  total  cost  for  each  snbsidiary  acconnt  is  reiiresented  liy  tlie 
total  debits,  inclnding  tbe  reserve  for  overliead  debit  inade  at  tbe  beginning  of  tbe 
nioiitb,  as  sliown  by  tbe  Ledger  acconnt.  It  does  not,  bowever,  inclnde  tbe  closing  ad- 
jnstnient  to  Reserve  for  Overliead,  eitber  wben  tbat  adjnsinient  is  a debit  or  wben  it 
is  a credit.  Tbis  iiieans,  in  otber  words,  tbat  tbe  anionnt  entered  in  tbe  Monibly  Cost 
colninn  is  coniposed  of  tbe  total  debits  appearing  in  tbe  resjiective  acconnts  in  tbe 
Factory  Ledger  for  tbe  niontli,  e.xclnsive  of  tbe  oiiening  inventory  of  Work  in  Frocess, 
and  exclusive  of  any  debit  item  at  tbe  end  of  tbe  iiiontb  reiiresenting  tbe  final  adjnst- 
nient  to  tbe  Reserve  for  Overliead  acconnt. 

Tbe  Selling  Expense  for  tbe  inontli  will  be  obtained  froin  tbe  acconnt  of  tbat  nanie 
(Xo.  34,  page  30)  in  tbe  General  Ledger.  Tbere  will  be  no  opening  or  closing  inven- 
tory for  selling  expense. 

Tbe  closing  inventories  will  next  be  entered  in  tbe  Less  Closing  Inventory  colninn. 
These  closing  inventories,  as  explained  previonsly,  bave  been  conijinted  froin  tbe  inconi- 
pleted  Individual  Job  Snniniaries  and  bave  been  entered  directly  to  tbe  Factory  Ledger 
acconnts. 

In  tbe  Reserve  for  Overliead  colnmn  will  be  entered  tbe  closing  adjnstinents  of  tbe 
Factory  acconnts.  If  tbis  closing  item  for  Reserve  for  Overliead  adjnstment  apiiears 
Oll  tbe  credit  side  of  tbe  Factory  acconnt  it  sbould  be  entered  in  tbis  colninn  in  red 
ink,  wbile  if  it  appears  on  tbe  debit  side  of  tbe  Factory  acconnt  it  will  be  entered  in 
black  ink.  Tbe  total  of  tbe  colninn,  obvionsly,  will  be  in  red  or  black,  de]iending  niion 
wbetber  tbe  snni  of  tbe  red  ink  items  or  tbe  snni  of  tbe  black  ink  items  is  tbe  larger. 
Tbis  reserve  for  overliead,  it  slionld  be  remembered,  adjnsts  or  equalizes  tbe  actnal 
costs  of  tbe  inontli  witb  tbe  set-np  costs  sliown  on  tbe  Individual  Job  Snmmaries,  and 
as  recorded  in  tbe  Sales  Register.  The  black  ink  items  mean  tbe  cnstonier  bas  been 
cbarged  tbat  iiincb  niore  tban  tbe  regulär  selling  rates;  tbe  red  ink  items  mean  tbat 
tbe  actnal  billed  price  is  by  so  ninch  less  tban  tbe  regulär  selling  rates. 

Tbe  next  colnmn  is  entitled  Net  Montbly  Cost.  Tbe  items  appearing  in  tbis  col- 
nmn correspond  in  amonnt  witb  tbe  totals  of  tbe  special  colnmns  appearing  in  tbe 
Sales  Register  nnder  “Factory  Ledger  Credits.”  In  otber  words,  tbe  amonnts  repre- 
sent  tbe  cost  of  completed  work  in  eacb  department  for  tbe  montb.  Tbe  amonnts  may 
be  arrived  at  by  adding  tbe  items  appearing  in  tbe  first  two  colnmns,  tben  dedncting 
from  tbis  snm  tbe  closing  inventory  appearing  in  tbe  Less  Closing  Inventory  colnmn, 
and  tben  dedncting  from  tbis  anionnt  any  red  ink  item  appearing  in  tbe  Reserve  for 
Overliead  colnmn,  or  adding  to  tbe  amonnt  tbe  black  ink  item  appearing  in  tbe  Re- 
serve for  Overliead  colnmn.  Tbe  resnlt  will  be  tbe  net  montbly  cost,  and,  as  said 
previonsly,  corres])onds  witb  tbe  totals  of  tbe  special  distribntion  colnmn  in  tbe  Sales 
Register.  Tbe  net  montbly  selling  expense  is  made  np  of  tbe  debits  to  tbe  Selling 
Expense  acconnt  tXo.  34,  page  30)  in  tbe  General  Ledger,  and  is  tbe  sanie  anionnt 
as  appears  in  tbe  Montbly  Cost  colnmn  of  tbe  Sales  Snmmary. 

Tbe  items  ap]iearing  in  tbe  next  colnmn,  entitled  Sales,  are  taken  from  tbe  “Dis- 
tribntion of  Sales”  colnmns  in  tbe  Sales  Register.  As  previonsly  exjilained,  tbese  col- 
nmns in  tbe  Sales  Register  are  totaled  at  tbe  end  of  tbe  montb,  and  tliese  totals  appear 
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as  tlie  itenis  in  tliis  Sales  cohnnn  in  tlie  Summary  of  Sales.  The  total  of  the  Sales 
Adjustmeut  coliimu,  linder  “Distribution  of  Sales,”  is  inclnded  also  witli  these  items 
in  tlie  Sales  coluuin,  thongli  it  is  not  olf-set  by  any  item  in  the  Net  Mouthly  Cost 
colunm.  As  the  items  appeariug  in  the  Sales  Adjustmeut  column  in  the  Sales  Reg- 
ister Show  an  extra  protit  over  the  regulär  selling  rates,  or  by  how  mucli  the  actual 
liilled  price  is  less  than  the  regulär  selling  rates,  the  item  Stands  here  as  a proflt  or 
loss  (if  in  red)  and  is  carried  as  such  into  the  Gain  or  Löss  column.  All  aniouuts 
appeariug  in  the  Net  Monthly  Cost  and  Sales  columns  are  now  compared  to  show  the 
gain  or  loss  on  materials  used  and  for  each  of  the  operating  departments  for  tlie 
month.  Lösses  should  be  entered  in  red  ink  to  distinguish  tliein  froin  the  profits  of 
Uh*  month. 

The  columns  are  next  totaled  and  the.se  totals  are  used  to  prove  the  arithmetical 
accuracy  of  the  work.  The  total  Opening  Inventory  plus  the  total  Monthly  Cost,  less 
the  Clo.sing  Inventory  and  less  the  red  ink  Reserve  for  Overhead  item,  or  plus  the 
black  ink  Reserve  for  Overhead  item,  equals  the  total  Net  Monthly  Cost.  The  dilTer- 
ence  between  the  total  of  the  Net  Monthly  Cost  column  and  the  total  of  the  Sales 
column  must  be  the  same  as  the  net  difference  between  the  black  ink  items  and  the 
red  ink  itenis  ajipearing  in  the  Loss  and  Gain  column.  If  the  whole  business  shows  a 
lo.ss  for  the  month,  the  total  of  the  Net  Monthly  Cost  column  must  exceed  the  total  of 
the  Sales  column  by  that  exact  amount. 

The  same  method  should  be  used  in  distributing  departmental  sales  and  costs  for 
each  month.  At  the  end  of  the  six  montlis  period  the  total  losses  and  gains  for  each 
material  and  for  each  operating  departmeut  may  be  assembled  as  a net  loss  or  gain, 
and  should  be  entered  in  the  Total  Loss  or  Gain  columns  appearing  to  the  right  of  the 
form  ti»age  50).  These  Total  columns  should  be  used,  for  they  show  whetlier  a de- 
])artnieut  is  losing  or  gaining  over  a considerable  period  of  time.  It  is  not  improbable 
that  any  departmeut  may  sliow  a loss  during  any  one  month,  but  uo  departmeut,  or 
material,  should  be  perniitted  to  contiuue  recording  losses  over  extended  periods  of 
time. 

In  the  case  of  Manufactured  Stock,  the  opening  inventory  would  be  obtained  from 
the  account  of  tliat  naiiie  (No.  5,  page  24).  The  cost  for  the  period  would  also  be 
olitained  from  the  Ledger  account  and  would  correspond  to  the  Manufactured  Stock 
Ikictory  Cost  Debit  column  under  “General  Ledger”  (page  17A).  From  tlie  sum  of 
tliese  two  amounts  would  be  deducted  the  inventory  at  the  clo.se  of  the  period,  thus 
giving  the  net  cost  for  the  period.  If  no  manufactured  stock  has  been  sold  during  the 
montli  this  amount  would  also  be  entered  in  the  Sales  column,  showing  no  jirotit  or 
loss  on  manufactured  stock  during  the  month.  If  manufactured  stock  has  been  sold 
dnring  the  month  the  protit  on  the  sale  (asshown  by  the  Manufactured  Stock  colunm, 
under  “Distribution  of  Sales,”  page  17R)  would  be  inclnded  with  the  cost  in  the  Sales 
column.  The  Manufactured  Stock  would  thus  show  as  a jirotit  for  the  month  the 
amount  shown  by  this  distribution  column  in  the  Sales  Register. 

As  explained  under  the  Sales  Register  (see  page  31  of  Treatise)  the  cost  of  manu- 
factured stock  is  not  only  entered  in  the  “Factory  Ledger  Credits”  columns  of  the  Sales 
Register,  but  also  in  the  “Distribution  of  Sales”  columns  at  the  time  Job  Summaries 
are  completed.  Therefore,  it  is  only  the  amount  of  protit  on  manufactured  stock  actu- 
ally  sold,  and  which  proflt  is  shown  in  the  distribution  column  of  the  Sales  Register 
whiclq  in  any  case,  will  be  reflected  in  the  Summary  of  Sales  for  Year  as  a proflt  on 
manufactured  stock. 
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SCIIEDULE  OE  FIXED  CHARGES 
(Form  J,  pages  54  and  55) 

The  Scliedule  of  Fixed  Cliarges  fiirnishes  tlie  information  in  regard  to  deprecia- 
tion,  interest  on  plant  investment,  Insurance,  and  taxes  that  is  necessary  to  aid  in 
making  the  bookkeeping  entries  to  tlie  detailed  accoimts  in  the  Factory  Ledger,  and 
to  assist  in  determiuing  tlie  productive  liour  cost  as  sliown  on  Cost  Form  9-II  (pages 
57  and  58).  Tliis  scliediüe  is  prepared  at  the  beginniug  of  the  fiscal  period  and  shonld 
remain  nnclianged  thronghout  the  year  unless  there  are  considerable  changes,  or 
adjnstmeuts,  to  be  made.  If  a large  amount  of  machinery  is  eitlier  purchased  or  sohl, 
or  if  the  inventory  is  increased  or  decreased  to  a considerable  degree,  adjnstmeuts 
shonld  be  made  accordingly  for  the  remaining  period  of  the  tiscal  year. 

The  Schedule  of  Fixed  Charges  for  the  Year  is  shown  on  page  54.  l^'irst  a list  is 
made  of  the  inventory  cost  of  machinery,  type,  and  eqiiipment  of  all  kinds,  as  well  as 
of  the  average  amount  of  materials  on  hand.  This  shows  the  Investment  value  in  each 
of  the  departmeuts,  or  in  each  kind  of  materials.  The  names  of  the  departments  and 
materials  are  listed  in  the  first  column,  uuder  “Departments”  and  the  valiies  are  listed 
uuder  “Inventory  Cost.”  These  values  are  then  totaled  to  show  the  aggregate  invest- 
ment  value  in  equipment  and  inveutories. 

Following  the  Investment  Cost  column  are  columns  for  Depreciation,  Interest  on 
Plant  Investment,  Insurance,  and  Taxes,  respectively.  The  Depreciation  column  is 
sub-divided  to  show  the  percentages  and  the  amounts  of  depreciation  to  be  charged  on 
the  respective  departmental  values  as  shown  in  the  Inventory  Cost  column.  The  rates 
of  depreciation  are  found  in  the  Treatise  on  the  Standard  Cost  Finding  System  (see 
Appendix  C) . The  rate  on  type  faces  is  25  per  cent.  aunually,  while  the  depreciation  on 
machine  composition  metal  is  taken  on  the  value  of  the  metal  melted.  For  all  other 
classes  of  equipment  depreciation  is  computed  at  the  rate  of  10  per  cent.  aunually.  Xo 
depreciation  is  taken  on  paper,  ink,  and  other  material  inventory  items.  While  uo 
rate  is  here  given  to  be  used  on  the  Machine  Composition  metal,  it  has  been  customary 
in  practice  to  deduct  a percentage  (say,  for  illustration,  2 per  cent.  on  linotyi)e  metal 
and  3 per  cent.  on  monotype  metal)  of  the  value  of  the  metal  melted  during  each  month. 
Accuracy  would  demand  that,  where  possible,  the  depreciation  on  metal  be  determined 
l)y  weight. 

Interest  on  Plant  Investment  is  determined  for  each  department  by  using  the 
legal  rate.  The  cost  of  fire  Insurance  for  the  year  is  distributed  on  the  basis  of  the  value 
of  the  department’s  equipment,  while  taxes,  which  can  be  ascertained  in  total  from  the 
annual  tax  assessment,  are  distributed  on  the  same  basis  as  insurance.  The  interest  on 
plant  Investment,  and  the  insurance  and  taxes  expeiise  are  apportioned  to  the  material 
inveutories  as  well  as  to  tlie  equipment  investment  in  each  of  the  operating  and  admin- 
istrative departments  of  the  business.  The  jiortion  of  these  exiienses  chargeable  to  the 
materials  is  included  on  the  Cost  Form  9-II  as  a part  of  the  Stock  Handling  Expense. 

To  obtain  the  sjiecific  figures  necessary  for  making  the  entries  of  each  month,  the 
Schedule  of  Fixed  Charges  for  the  Month  is  shown  on  page  55.  Here  the  same  items 
are  listed  and  the  same  expenses  are  shown  (the  inventoi-y  cost  of  departmental  eipiii)- 
ment  and  of  materials  being  eliminatedj,  except  that  the  charges  are  here  shown  at 
just  one-twelfth  of  the  amount  shown  on  the  previous  page  on  the  Schedule  of  Fixed 
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C'liargos  foi-  tlie  Yeai*.  The  items  sliöwn  liere  for  depreciaiioii,  iiilerest  on  plant  invest- 
ment,  insiu-aiice,  and  laxes,  respeetively,  will  be  the  debits  niade  inonthly  to  tlie  sub- 
sidiaiy  Faetory  aeeonnts,  and  will  be  the  itenis  entered  on  the  Cost  Form  9-H  (see 
Total  eolumn  and  distribntion  to  departnients,  pages  o7  and  58) . These  fixed  cliarges 
are  debited  inonthly  to  the  proper  aeeonnts  throngh  the  Cash-Journal  and  Pnrehase 
Kegister  (see  distribntions,  ])age  IJ). 

It  is  obvions  froni  the  explanation  giyen  that  the  Sehednle  of  Fixed  Charges  for 
the  inonthly  and  yearly  iieriods  fnrnishes  the  inforination  froin  whieh  these  eost  lignres 
are  deriyed.  The  sehednle  is  of  great  valu ' in  assisting  the  bookkeeper  to  inake  the 
debits  to  the  snbsidiary  aeeonnts  in  the  Faetory  Ledger  and  to  the  Work  in  Proeess 
aeeonnt  in  the  General  Ledger,  and,  as  well,  to  assist  in  deterinining  the  prodnetiye 
honr  eost  on  the  Sninmary  of  Department  Cost  (pages  57  and  58).  Vriiether  this 
Sehednle  is  made  ont  in  deünite  form,  as  here  recommended,  or  whether  these  eharges 
are  simply  arriyed  at  throngh  a earefiil  estiniate,  it  is  obyions  that  all  fixed  charges 
must  be  determined  betört»'  aeenrate  eosts  can  be  estimated  or  ean  be  determined  for  the 
jirodiietion  of  the  jieriod. 


SÜMMARY  OP  DEPARTMENT  COST 
(Cost  Form  9-11,  pages  57  and  58) 

It  is  stated  in  the  Standard  Cost  Finding  System  that  the  Snmmary  of  Depart- 
ment Cost  is,  in  effeet,  the  keystoiie  of  the  Cost  Finding  System.  If  the  expeuses  are 
properly  reeorded  and  are  correetly  entered  on  this  sheet,  and  if  the  prodnetiye  honrs 
of  the  period  have  been  correetly  eomputed,  an  aeenrate  Statement  of  departmental 
eosts  will  be  obtained.  As  mentioned  earlier  in  this  Treatise,  the  Summary  of  Depart- 
ment Cost  (Cost  Form  9-H)  is  one  of  the  two  forms  (the  other  being  the  Individual  Job 
Summary,  Cost  Form  2)  whieh  summarizes  the  inforination  necessary  to  interlock  the 
Standard  Accounting  System  with  the  Standard  Cost  Finding  System.  The  figures  re- 
eorded on  this  Summary  must  be  obtained  from  the  books  of  account,  and  it  is  for  this 
reason  that  it  is  so  important  that  the  figures  reeorded  in  the  bookkeeping  records  be  cor- 
rect  in  amount  and  in  the  Classification  made. 

The  expenses  on  the  Summary  of  Department  Cost  are  diyided  into  three  gronps, 
naniely,  Fixed  Expenses,  Current  Ex])enses,  and  General  Expenses.  It  is  in  eonnec- 
tion  with  the  fixed  exjienses  that  the  Sehednle  of  Fixed  Charges  will  be  found  most 
eonyenient.  All  itenis  of  fixed  expense,  exeept  the  reut  and  heat,  are  reeorded  on  the 
Sehednle  of  Fixed  Charges  and  the  amonnfs  may  be  entered  to  the  varioiis  operating 
departnients  on  the  Summary  of  Deiiartment  Cost  exaetly  as  shown  by  the  siib-diyi- 
sions  of  these  exjienses  on  the  Sehednle  of  Fixed  Cliarges.  The  Reut  and  Heat  ex- 
jien.se  is  distributed  to  the  yarious  deiiartments  on  the  basis  of  used  sijuare  feet.  The 
total  sijuare  feet  nsed  in  all  departnients  divided  into  the  total  reut  Charge  giyes  the 
jirojier  per  nsed  sqiiare  foot  Charge,  and  this  amount  multijilied  by  the  department 
used  area  giyes  the  reut  and  heat  eost  of  the  month  ajiplieable  to  eaeh  operating  depart- 
nient.  In  case  the  heat  is  not  included  in  the  rental  Charge,  it  should  be  listed  under 
Current  Expenses. 

Under  Current  Plxpenses  is  grouped  the  wages,  light,  jiower,  repairs,  direct  sup- 
jilies,  and  the  spoilage  expense  of  the  month.  'Wages  are  disfributed  to  the  dejiart- 
nients  in  aeeordanee  with  the  aetual  earnings  of  emjiloyees  in  these  departnients,  as 
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sliown  by  tlie  payrolls.  This  same  distribution  is  entered  as  a debit  to  tbe  respec- 
tive  subsidiary  Ledger  acconiits  tbrougli  tbe  Casli-Jonrnal  and  Purchase  Register  (see 
secoud  eiitry,  page  13).  The  distribution  of  ligbt,  power,  and  tbe  other  current  ex- 
peiises  is  made  iu  accordaiice  with  the  explauatioii  giveii  in  the  discussioii  of  the 
respective  Ledger  accouuts.  It  is  observed  tliat  provisiou  is  uiade  for  s])oilage  oii  tlie 
Cost  Form  9-H.  Tbis  auiouut  is  debited  to  Work  in  Process  acconnt  (No.  6,  page  2.^)) 
and  is  credited  to  the  Reserve  for  Spoilage  acconnt  (No.  21,  page  28).  Then  when 
uctual  spoilage  occnrs,  it  is  debited  to  the  Reserve  for  Spoilage  acconnt,  for  an 
ainonnt  lias  already  been  iucluded  in  the  costs  and  it  must  not  be  inclnded  a second 
time.  « 

The  General  Factory  Expense  colnmn  (see  line  15)  and  all  of  the  plant  operating 
departments’  colnnms  (see  line  16)  are  now  totaled.  Tlie  General  Factory  Ex])ense 
is  next  distribnted  on  a percentage  ratio  to  the  varions  operating  departments.  This 
distribution  of  the  General  Factory  expense  having  been  accomplished,  the  total  fac- 
tory cost  of  departments  is  determined  and  is  shown  on  line  18  of  the  Snmmary. 

The  varions  General  Expense  items,  inclnding  salaries,  general  and  office  expense, 
selling,  advertising,  shipping  and  deliveries,  and  Provision  for  bad  debts  expenses,  are 
next  extended  to  the  general  columns.  Each  of  these  colnmns  is  then  totaled.  The 
total  of  the  Shipping  colnmii  is  carried  over  into  the  General  Commercial  colnmn  to 
obtain  the  final  total  of  General  Commercial  Expense. 

This  General  Commercial  Expense  total  (line  31)  is  then  divided  by  the  total  of 
the  Factory  Cost  of  Departments  (line  18)  to  obtain  a percentage  ratio.  The  distribn- 
tion  of  the  general  commercial  expense  is  then  made  in  accordaiice  with  this  percent- 
age .so  obtained.  This  distribution  to  the  varions  operating  departments  is  then  added 
to  the  Factory  Cost  of  Departments  (line  18)  to  obtain  the  Total  Cost  of  Departments 
(line  33).  It  will  be  observed  that  the  totals  of  the  Stock  Handling  and  Selling  colnmns 
have  not  been  inclnded  in  the  distribution  of  the  general  commercial  expense  to  the 
operating  departments.  These  expenses  will  be  explained  later.  The  accnracy  of  the 
distribution  shoiild  now  be  proved.  The  snm  of  the  total  costs  of  departments,  jdiis  the 
total  of  the  selling  expense  and  the  total  of  the  stock  handling  expense  ninst  eipial  the 
snm  of  the  Total  colnmn  to  the  extreme  left  of  the  form.  This  inethod  of  distribnting 
all  of  the  operating  expenses  of  the  period  confornis  to  the  recommendations  of  the 
Standard  Cost  Findiug  System  (see  Appendix  C of  this  Treatise). 

The  stock  handling  expense  .should  be  distribnted  as  a percentage  to  the  cost  of 
stock  nsed,  while  the  selling  expense  total  beconies  a percentage  to  the  cost  of  com])leted 
Work,  as  shown  in  the  Sales  Register  (page  17A).  Neither  the  stock  handling  nor  the 
selling  totals  enter  into  the  productive  honr  cost  as  obtained  on  f -ost  Form  D-II,  bnt 
these  perceiitages  are  applied  directly  to  the  cost  of  stock  nsed  and  to  the  cost  of  com- 
jdeted  work,  respectively. 

The  chargeable  honi-s  for  each  department  are  now  ascertained  (from  Standard 
Cost  Finding  Monthly  Record  of  Chargeable  and  Non-chargeable  Ilonrs).  These  totals 
are  divided  into  the  total  costs  of  the  respective  departments.  This  gives  the  cost  per 
chargeable  honr  (excln.sive  of  stock  handling  and  selling)  for  the  current  period.  As 
shown  l)y  the  Snmmary  of  Department  Cost  form  (line  36),  this  cost  per  chargeable 
honr  for  the  month  will  now  be  combined  with  the  cost  per  chargeable  honr  foi-  |)revions 
months  to  arrive  at  an  average  cost  for  nse  in  the  varions  departments.  Additional 
iuformation,  regarding  the  Factory  Cost  per  De})artment  per  Chai-geable  Honr  for  the 
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current  montli  and  for  a series  of  montlis,  and  tlie  percentage  of  chargeable  (produc- 
tive) time  in  eacli  department,  will  be  valuable  to  the  proprietor  for  administrative  pur- 
poses.  The  figures  shown  on  the  Summary  of  Department  Cost  (pages57  and  58)  are 
illustrative  of  metliods  only.  A full  and  complete  discussion  of  printers’  costs,  as  ex- 
plained  in  the  Treatise  of  the  Standard  Cost  Finding  System  (see  Appendix  C)  may 
be  obtained,  if  desired,  froin  the  United  Typothetae  of  America,  608  South  Dearborn 
Street,  Chicago,  Illinois. 


INDIVIDUAL  JOD  SUMMARY 
(Cost  Form  2,  page  62) 

The  Individual  Job  Summary,  which  is  explained  in  the  Treatise  of  the  Standard 
Cost  Finding  System,  is  the  other  Cost  Form  which  summarizes  the  information  necessary 
to  interlock  the  Standard  Accounting  System  with  the  Standard  Cost  Finding  System. 

The  form,  as  shown  in  the  Demonstration  Book,  includes  not  only  the  summary 
of  costs  for  the  job,  but  the  detailed  productive  hours  in  the  various  operating  depart- 
ments  Avhich  form  the  basis  for  making  up  those  costs.  The  sheets  should  be  consecu- 
tively  numbered  and  kept  in  a loose-leaf  biuder.  Then,  as  jobs  are  completed  and 
entered  in  the  Sales  Register,  the  sheets  may  be  taken  front  the  active  binder  and  put 
into  auother  binder  for  ready  reference.  After  one  montli  or  other  convenient  period, 
the  sheets  should  be  carefully  filed  for  permanent  reference.  As  the  Time  Tickets  are 
received  day  by  day  front  the  workmen  in  the  plant,  the  cost  clerk  enters  to  the  vari- 
ous jobs  in  process  the  details  of  the  operations  performed,  and  the  hours  worked  for 
euch  Job.  Then,  when  the  job  is  completed,  these  sets  of  figures  for  the  various  operat- 
ing dei)artments  are  summarized  and  the  total  hours  entered  in  the  Hours  coltimn  in 
tlie  Summary  section  of  the  sheet.  These  hours  multiplied  by  the  set-up  hotir  cost 
give  the  iteniized  cost  for  each  Operation  in  producing  the  job.  It  is  very  desirable 
to  know  the  cost  of  various  operations  (stich  as  setting,  make-up,  lock-up,  etc.) 
as  illustrated  for  the  Hand  Composition  department,  but  it  is  not  desirable  to 
carry  separate  accouuts  in  the  Factory  Ledger  for  all  of  these  sttb-divisions  of  opera- 
tions in  the  various  departments.  Therefore,  the  cost  of  operations  are  shown 
sei)arately  in  the  Iteniized  Cost  coltimn,  but  are  summarized  in  the  Cost  to  Post  col- 
umn.  The  iteins  appearing  in  the  Cost  to  Post  column,  both  for  direct  materials  and 
for  operating  departments,  are  carried  to  the  distribution  columns  tinder  “Factory 
Ledger  Credits”  when  the  individual  job  is  entered  in  the  Sales  Register.  The  method 
iised  to  record  the  detailed  costs  is  also  einjiloyed  for  recording  the  departmental  sell- 
ing [irices.  The  iteniized  aniounts  for  various  ojiierations  and  mateiials  are  shown  in 
the  Iteniized  Selling  Price  column,  but  only  one  aniount  is  shown  for  each  direct 
material  or  for  each  operating  department  in  the  Seil  to  Post  column.  These  seil  to 
post  iteins  are  the  aniounts  which  are  listed  in  the  res])ective  columns  nnder  “Distri- 
bution of  Sales”  (pages  17B  and  18).  If  the  Distribution  of  Sales  columns  in  the 
Sales  Register  are  not  used,  the  itemized  aniounts  will  not  be  entered  in  the  Selling 
columns — in  fact,  the  columns  wotild  not  be  used  at  all.  A selling  tigure  will  be 
entered  for  “Billed  Price”  only. 

To  the  Cost  of  Completed  Work,  and  to  the  Selling  Pidce  (at  the  used  selling  rates) 
of  the  sanie  work,  is  added  the  selling  expense.  This  gives  the  total  cost  of  the  job  and 
the  total  price  at  which  the  job  should  be  sold ; however,  usnally  this  selling  price  will 
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not  be  au  eveii  aiiiouiit  and  the  job  will  actnally  be  sobl  at  an  eveu  tignre  above  or 
below  tliis  selling  i)riee  as  conipnted  froiu  the  used  selling  rates.  As  illnstrated  in  the 
Denioustratiüu  Book,  the  Selling  Expense  is  extended  iiito  the  Seil  to  Post  column  at 
cost,  but,  in  aecordauce  with  the  custom  of  soine  piiuters,  a prolit  may  be  added  to 
this  item. 

As  shown  at  the  top  of  the  Suminary,  the  cnstomer’s  name  and  address,  the  sales- 
inan,  a brief  description  of  the  job,  the  date  it  was  entered,  proniised,  and  billed  to 
the  Customer,  the  job  nnmber,  the  bill  number,  and  the  folio  are  all  giveii.  Upon  the 
completiou  of  the  job  it  will  be  billed  to  the  cnstomer  and  the  entry  will  be  made  in 
the  Sales  Register,  as  explained  in  the  discnssion  of  that  book.  In  case  the  job  was 
put  in  stock  and  not  billed,  it  Avould  be  charged  to  Mauufactured  Stock  and  Avould  be 
entered  in  the  Factory  Cost  Mauufactured  Stock  column,  uuder  ‘‘General  Ledger” 
ipage  ITA). 

Inasmuch  as  the  Sales  Register  furnishes  the  entire  Information  necessary  to  credit 
the  factory  operating  accounts  and  to  credit  and  dehit,  respectively,  the  general  ledger 
accounts  affected  in  the  billing  out  of  completed  johs  to  Customers,  and  inasmuch  as  this 
information  must  all  he  obtained  for  the  Sales  Register  from  the  individual  job  summary 
described  above,  the  Cost  Form  2 is  absolutely  essential  in  interlocking  the  Standard  Ac- 
counting  System  with  the  Standard  Cost  Finding  System. 


70 


PART  III— TPIE  OPERATION  OE  THE  SYSTEM 

All  of  tlie  büük.s,  records,  and  accoimts  iiecessary  for  the  Operation  of  tlie  Stand- 
ard Aeeountin»»'  System  liave  now  been  described  and  explained.  To  the  reader  wlio 
is  not  interested  in  anything  iiiore  tlian  the  general  nnderstanding  of  tlie  System  no 
fuidlier  pernsal  of  this  Treatise  is  necessary;  bnt  for  the  hookkeeper  wlio  is  actually 
to  nse  the  hooks  herein  illustrated,  and  who  desires  some  definite  illustrations  of  the 
entering  of  transacdions,  a series  of  transactions  for  a tyjiical  printing  plant  Avill  he 
entered  in  the  Demonstration  Book. 

The  Henry  P.  Nelson  Printing  Company,  of  Cambridge,  Massaehnsetts,  has  had  in 
ojieration  throughont  the  current  year  the  United  Tyiiothetae  of  America  Standard 
Account ing  System  for  Printers  and  has  kept  the  Classification  of  accoimts  recom- 
mended  in  tliat  System.  Trial  Balances  have  been  taken  at  the  dose  of  each  month’s 
Work  and  Statements  of  plant  operations,  of  income,  and  of  assets  and  liahilities  have 
hemi  preiiared.  Closing  entries  have  been  made  in  the  Cash-Jonrnal  and,  after  these 
entries  have  been  iiosted,  the  Ledger  accoimts  have  been  balanced,  or  mied  up.  The 
closing  of  the  hooks  for  November  has  been  completed,  and  a iiost-closing  Trial  Bal- 
ance ( Demonstration  Book,  page  20)  as  of  December  first  has  been  prepared.  In  the 
Trial  Balance  it  will  be  observed  are  three  Controlling  .accoimts,  namely,  Accoimts 
Keceivable,  Accoimts  Payable,  and  AVork  in  Process.  As  each  of  these  accoimts  Con- 
trols a siibsidiary  ledger,  it  is  necessary  to  know  that  the  balances  of  the  individual 
Controlling  accoimts  eqiial,  res))ectively,  the  sums  of  the  balances  of  the  accoimts  in  the 
siibsidiary  ledgers.  An  inspection  of  the  Abstracts  of  the  Siibsidiary  Ledgers  (Demon- 
stration Book,  page  21 ) shows-  that  in  each  case  the  sum  of  the  balances  of  the  ; 
siibsidiary  accoimts  corresponds  to  the  balance  shown  for  the  Controlling  account  in  ' 
the  Trial  Balance.  ] 

, Turning  to  the  Ledgers  (Demonstration  Book,  pages  24  to  39  inclusive),  the  • 
accoimts  are  found  to  be  indexed  jiroperly  (page  23) , and  the  balances  of  the  accoimts  v 
shown  in  the  Trial  Balance  and  in  the  Abstracts  of  the  Siibsidiary  Ledgers  have  been 
carried  down  as  balances  under  date  of  December  first.  Therefore,  as  a basis  for 
beginning  your  work,  you  have  the  Trial  Balance  and  the  Abstracts  of  the  Siibsidiary 
Ledgers  as  of  Decemlier  first,  all  of  the  accoimts  that  have  been  kept  in  the  General 
Ledger  ( some  of  which  show  balances  brought  down  to  the  December  inonth  and  some 
of  which  are  now  mied  np  and  closed),  and  also  the  balances  brought  down  in  the 
various  accoimts  in  all  of  the  Siibsidiary  Ledgers.  In  addition,  the  bank  balance  has 
beim  entered  in  the  Dejmsit  colunm  on  the  first  line  of  page  10  (Cash-Journal  and 
Purchase  Register).  You  find  also  in  the  Order  Book  (page  47)  the  Orders  which 
have  been  entered  in  the  month  of  November  but  which  have  not  been  completed  and 
l)illed  out  to  Customers.  These  two  Jobs,  No.  1()7S  for  Silas  Marner,  and  No.  1680 
for  Nicholas  Nickleby,  are  in  jirocess  of  manufacture  and  incompleted  Individual  Job 
Summaries  are  on  band  and  sliow  the  work  that  has  been  done  to  date  on  both  Jobs. 
Besides  all  this,  you  also  find  on  hand  the  Schedule  of  Fixed  Charges  for  the  month, 
and  for  the  year  (pages  54  and  55).  This  Schedule  was,  of  course,  ])re})ared  as  of 
January  first,  or  as  soon  thereafter  as  possible,  and  has  been  used  continuously 
throughont  the  year. 
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Inasnincli  lus  scrappt'd  assats  ini<^lit  have  beeil  cliarged  at  eost  pi-iee  agaiiist  the 
Allowaiice  foi-  Depreeiation  accoiint  (and  eredited  to  the  Machiuery  and  Equipment 
accoiint)  tliere  need  not  be  any  special  relation  between  the  balance  shown  by  the 
Ledger  accoiint  and  what  woiild  be  nonnally  the  eleven  months’  acciinuilation  to 
that  accoiint.  The  saine  is  tiiie  of  Insurance  and  of  Taxes,  for  additional  policies 
of  Insurance  inay  be  taken  out  at  any  time,  and  taxes  are  paid  periodically  througliout 
the  year.  Ilowever,  the  Reserve  for  Interest  on  Plant  Investment  accoiint  should  now 
stand  in  the  Ledger  ivith  eleven  months’  accuiniilation  for  interest.  Reference  to  the 
Ledger  accoiint  ( Xo.  2-,  page  28)  shows  a credit  balance  in  this  accoiint  of  |2,2Ü0.00, 
which  is  ekactly  tlie  eleven  months’  accuiniilation  at  !ij!200.00  per  inoiith. 

Your  work  will  be  directly  under  the  Supervision  of  Mr.  Henry  P.  X^elson,  who  is 
Treasurer  and  General  Manager  of  the  Company,  while  Mr.  Sydney  Carton,  the  Presi- 
dent, and  other  main  stockholder,  is  the  salesman  for  the  Company.  With  this  inspec- 
tion  of  the  books,  the  accounts,  and  the  various  records  making  up  the  System,  you  are 
ready  to  begin  the  actual  entering  of  the  transactions  of  the  month. 


December  1 

Transaction  Yo.  / 

Robinson  Crusoe  Orders  2,500  advertising  haiidbills,  which  are  promised  him  by  De- 
cember tweiitieih.  This  transaction  requires  at  once  the  making  out  of  a Job  ticket,  and 
an  Individual  Job  Summary.  Tlie  iiamo  of  the  customer,  his  address,  the  name  of 
the  salesman  (Sydney  Carton),  the  description  of  the  job,  and  the  other  data  called 
for  at  the  head  of  the  Individual  Job  Summary  must  be  entered.  The  folio  page,  of 
course,  will  not  be  entered  until  the  job  is  completed  and  is  debited  to  the  customer’s 
accoiint.  Then,  turn,  to  the  Order  Book  and  record  the  order  as  follows : tiie  date 
should  be  entered  in  the  date  column,  the  Jol)  Ticket  number  1681  in  that  column,  the 
custonier’s  name  (and  address,  if  desired),  a brief  description  of  the  Order,  and  the 
date  the  job  is  promised.  Daily  reference,  undoubtedly,  will  be  made  to  the  Order 
Book  to  ascertain  from  day  to  day  what  jobs  are  soon  to  be  delivered,  and  then  to  lind 
out  whether  the  busiuess  will  be  able  to  deliver  these  completed  jobs  ou  the  date 
promised. 

Transaction  No.  2 

At  the  lieginiiing  or  at  the  dose  of  each  month,  it  is  necessary  to  make  an  entry 
to  the  Reserve  for  Overhead  accoiint  ( Xo.  2J,  })age  28),  crediting  that  accoiint  for  a siif- 
licient  amoiint  to  provide  against  any  failure  of  the  set-up  hour  rates  to  absorl)  the  actual 
exiienses  of  manufacturing  of  the  month.  Reference  to  tlie  Sales  Register  for  Xovember 
shows  what  the  cost  of  work  done  in  the  various  operating  deiiartments  amounted  to, 
and,  in  accordance  with  that  information,  the  first  entry  (page  10)  is  made  in  the  Cash- 
Journal.  The  oiierating  departments  are  charged  in  this  entry  for  one  per  Cent,  of  that 
cost,  and  the  entry  is  made  in  the  Factory  Accounts  Debit  column  debiting  tlie  oiier- 
ating accounts  in  the  Factory  Ledger  (and  Work  in  Process  accoiint  in  the  General 
Ledger  through  the  total  of  the  column),  and  crediting  the  Reserve  for  Overhead 
accoiint  for  the  total  amount  in  the  General  Ledger  column.  The  bookkeeper  should 
observe  that  these  charges  could  have  been  made  to  the  Faidory  accounts  either  as 
illustrated  in  this  entry,  or  the  total  amount,  .|!78.78,  coiild  have  been  entered  in  the 
Factory  Accounts  Debit  column  as  one  amount  on  the  sanie  line  with  the  credit  to  the 
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Ueserve  for  Overhead  accoiint,  aud  tlie  disti-ibntion  to  the  various  departnients  bave 
beeil  eiitered  in  the  distribiitiou  coliimiis  iiuder  “Factory  Accounts  Debits.’’ 

It  wüiild  be  desirable  to  make  the  entry  the  lattei-  way  except  for  the  followiug 
reasons : 

{(t  ) It  is  desirable  to  show  iu  tlie  Factory  Ledger  accounts  at  tlie  eiid  of  the  moiitli 
as  sej>arate  iteius  (i)  tlie  Reserve  for  Overhead  Charge,  (ii)  the  Wages  Charge  of  the 
iiioiith,  and  (iü)  the  total  bnrden,  or  overhead  expeiise,  of  the  inoiith.  Therefore, 
these  individual  iteins  for  reserve  for  overhead  are  entered  in  the  Factory  Accounts 
colninn  and  posted  separately,  rather  than  heilig  placed  in  the  distribntion  colnmns 
and  posted  in  totals.  If  the  amonnts  were  distribnted  and  posted  in  totals,  this  debit 
wonld  be  conibined  with  the  overhead  expense,  and  nothing  wonld  be  shown  in  the 
Ledger  accounts  concerning  the  Provision  for  bürden  adjnstiiient. 

( b ) Likewise,  it  is  desirable  to  show  in  the  ‘‘Factory  Ledger  Debits”  distribntion 
colnmns  dnring  the  month  only  charges  foi-  direct  sniijilies  and  ex])ense,  in  order  that 
at  the  end  of  the  month,  when  we  are  ready  to  jireiiare  the  Cost  Form  9-H,  the  totals 
of  the  various  colnmns  in  this  grou})  may  be  carried  directly  to  the  Snmmary  of 
De])artment  Cost  Statement  (pages  57  and  58  ) and  entered  on  line  11.  This  latter 
reason  is  especially  important  froin  the  standpoint  of  ascertaining  at  the  end  of  the 
month  this  iiortion  of  the  inforniation  necessary  to  ^ -eiiare  the  Cost  Form  9-11,  aud  to 
obtain  the  cost  iier  chargeable  honr  for  the  month.  Resides,  as  stated  before,  there 
will  be  nsnally  no  charges  to  the  Factory  accounts  dnring  the  nioiith  except  for  direct 
snjiplies  and  expense  (aside  from  the  opening  entry  for  Reserve  for  Overhead  acconiit). 
It  is  feasible,  therefore,  to  make  the  reserve  for  overhead  entry  entirely  throngh  the 
hhictory  Accounts  colninn,  rather  than  throngh  the  distribntion  colnmns  under  “Fac- 
tory Ledger  Debits.” 

If  this  entry  is  not  made  imtil  the  dose  of  the  month,  all  debits  to  the  Work  in 
Frocess  acconnt  dnring  the  month  wonld  nsnally  be  distribnted  in  the  colnmns  under 
“l'^actory  Ledger  Debits”  and  the  Factory  Accounts  debit  colninn  in  the  Cash-Jonrnal 
and  Purchase  Register  wonld  snmmarize  the  total  of  the  amonnts  distribnted  to  the 
Factory  accounts.  The  entry  may  be  made  either  at  the  beginning  or  at  the  dose  of 
the  month’s  transactions. 


Transaction  No.  3 

As  shown  under  the  department  sections  of  the  Individual  Job  Snmmary  (page 
(52),  entries  must  be  made  daily  from  the  Time  Reports  charging  the  various  Jobs  for  the  i 
Work  done  dnring  the  preceding  day.  This  nieans  that  the  entry  on  the  Individual  1 
dob  Snmmary  for  November  thirtieth,  listed  in  the  IMadiine  Rindery  section,  was  ] 
transcribed  on  December  first,  for  the  ticket  of  each  mniiloyec  will  probably  be  tnrned  I 
into  the  Office  in  the  evening  and  will  not  be  recorded  on  the  Individual  Job  Snm-  • 
maries  until  the  following  morning. 

Recanse  of  the  fact  that  this  procednre  is  a part  of  the  Standard  Cost  Finding  1 
System,  and  not  of  the  bookkeeping  System,  no  fnrther  reference  will  be  made  to  the  i 
eutering  of  these  productive  honrs  on  the  Individual  Job  Snmmary.*  If  the  book- 


♦ The  Eduoational  Committee  of  the  United  Typothetae  of  America  has  prepared  a Coiirse  of  instruction  on  the 
Standard  Cost  Finding  System.  It  is  recommended  that  bookkeepers  and  cost  clcrks  avail  themselves  of  this  Course.  _ 
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keepei-  understaiids  tlie  Operation  of  the  Standard  Cost  Finding  System,  lie  is  familiär 
with  this  process,  and,  in  any  case,  mnst  remember  tliat  the  empioyees’  Time  Tickets 
are  to  be  transferred  daily  to  tlie  incompleted  Jobs  in  process  of  mannfactnre.  Tlie 
Individual  Job  Summary  sliown  in  the  Demonstration  Book  is  most  satisfactory  for 
this  pnrpose.  It  is  not  too  large  to  be  inconvenient  and  it  enables  the  bookkeeper  to 
inake  the  transfers  from  the  Daily  Time  Tickets  to  the  sanie  side  of  the  Snmmary  sheet 
where  the  snmmary  for  the  Job  is  later  shown.  Then,  on  the  completion  of  the  Job,  the 
resnlts  of  all  of  these  operations  are  snmmarized  nnder  the  Summary  part  of  the 
Individual  Job  Snmmary.  Everything  regarding  the  one  jol)  is  shown  in  convenient 
and  compact  form — the  bill  may  be  carboned  ou  the  reverse  side  of  the  Summary,  if 
desired,  when  all  inforniation  regarding  the  completed  Job  is  accessible  ou  this  one 
sheet. 


December  2 

Transaction  No. 

We  ])urchase  from  Wm.  M.  Thackeray  Printers’  Supjdy  Company  direct  factory 
sup’plies  aniounting  to  |22.2().  $3.91  of  this  amount  is  chargeable  to  the  Job  press 

department,  and  |18.29  to  the  medium  cyliiider  department.  The  entry  will  be  made 
in  the  Cash-Journal  and  Purchase  Register,  crediting  the  Wm.  M.  Thackeray  Printers’ 
Supply  Company  (and  Accounts  ^’ayable,  as  well,  through  the  column  total)  in  tlie 
Accounts  Payable  credit  column,  and  debiting  Work  in  Process  account  in  the  Factory 
Accounts  column — at  the  same  time  making  the  distribution  as  shown  in  the  special 
columns  nnder  “Factory  Ledger  Debits.”  As  shown  by  the  folio  figure,  the  amount 
$22.20  is  posted  to  the  credit  of  the  creditor’s  account  in  the  Purchase  Ledger.  These 
postings  to  Customers  and  to  creditors  should  be  made  daily,  or  at  any  time  when  it 
is  convenient  for  the  bookkeeper  to  niake  them.  llowever,  as  there  is  consideralile  addi- 
tional Work  in  the  closing  at  llie  end  of  the  month,  the  bookkeeper  should  not  allow 
this  Avork  to  accuniulate  but  should  keep  it  doue  from  day  to  day. 


Transaction  No.  5 

Robinson  Crusoe  pays  his  bill,  No.  1G60,  in  full,  less  casli  discount  of  2 per  cent. 
The  entry  must  be  made  in  the  Cash-Journal  and  Purchase  Register.  As  the  amount 
of  the  bill  is  $345.00,  Mr.  Crusoe  must  be  credited  in  full  for  that  amount.  This  is 
entered  in  the  Accounts  Recemible  credit  column,  but  as  only  $338.10  of  cash  is 
receAed,  only  that  amonnt  can  be  entered  in  the  Cash  debit  column.  The  difference, 
$().90,  is  a discount  and  Avill  be  entered  in  the  Sales  Discounts  and  AlloAvances  debit 
column,  as  shoAvn  by  the  entry.  The  credit  to  Robinson  Crusoe  should  be  posted,  as 
soon  as  convenient,  to  bis  account  in  the  Sales  Ledger.  No  other  cash  having  beeil 
receiA^ed  by  the  time  the  daily  deposit  Avas  made  in  the  bank,  the  $338.10  is  deposited 
and  is  entered  in  the  Deposit  column  under  “Bank.” 


Transaction  No.  6 

Dombey  and  Son  Order  400  office  manuals,  to  be  boiind  in  leather  and  delivered  liy 
the  tAA'enty-fourth  of  December.  Make  the  entry  in  the  Order  Book,  as  previously 
explained. 
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December  3 

Transaction  No.  7 

AVe  purcliase  of  The  Henry  Drummond  Company  supplies  amoiinting  to  .|;120.00. 
Of  this  amount,  .|91.98  is  for  the  factory  and  |28.02  for  tlie  Office.  The  factory  sup- 
plies are  distributed  |38.11  to  the  stock  department,  |22.12  to  the  hand  composition 
de})artment,  f4.25  to  the  machine  composition  department,  flO.OO  to  the  joh  press 
de]:)artment,  and  |17.50  to  tlie  medium  cylinder  department.  The  voucher,  No.  488,  is 
])repared  and  the  entry  is  niade  as  shown  in  the  Cash-Journal  and  Purchase  Register. 
The  credit  posting  should  he  made  to  the  Henry  Drummond  Company’s  account  as 
soon  as  possible. 


December  4 

Transaction  No.  S 

AA'e  pay  in  full  voucher  No.  462  for  bill  of  Rudyard  Kipling  l’aper  Company,  for 
goods  })urchased  November  twentieth.  As  the  total  amount  of  the  bill  is  .|960.00,  the 
creditor  must  be  debited  in  the  Accounts  Payable  debit  column  for  that  amount.  But, 
as  we  deducted  a 2 per  cent.  discount  for  cash  payment,  the  amount  of  our  check  is 
only  1940.80.  This  amount  is  entered  in  the  Cash  credit  column,  and  in  the  Check 
Amount  column,  while  the  number  of  the  check  is  entered  in  the  Check  Number  col- 
umn. The  difference  between  the  cash  paid  and  the  total  indebtedness  which  we  have 
cancelled,  or  .|!19.20,  is  placed  in  the  Discounts  on  Ibirchases  column.  The  book- 
keeper  will  observe  that  the  total  debit  |960.00  equals  the  credit  |940.80,  plus  the 
credit  .fl9.20,  thus  maintaining  the  efpiality  of  the  double  entry.  The  debit  to  the 
Rudyard  Ivipling  l’aper  Company  should  be  postcd  at  the  earliest  convenience  of  the 
bookkeeper. 

'Transaction  No.  0 

Tristram  Shandy  Orders  three  thousand  advertising  leaflets,  and  desires  them  by 
the  eighth  of  the  month.  This  we  shall  enter  as  a rush  Order.  Älake  the  memoraudum 
in  the  Order  Book  accordingly. 

'Transaction  No.  10 

Tom  Jones  has  ordered  one  thousand  12-page  advertising  folders,  size  6x9  iuches, 
to  be  delivered  December  eleveuth.  Euter  in  the  Order  Book  as  previously  instructed. 

'Transaction  No.  11 

Job  No.  1678,  for  Rilas  Marner  (see  Individual  Job  Summary,  page  62),  has  been 
completed.  AAui  will  assemble  the  detailed  informatioii  for  the  several  materials  used 
and  for  the  operating  departments  under  ‘‘Summary.”  Compute  the  cost  in  detail, 
and  in  total,  for  the  various  materials  and  for  the  operating  departments,  in  accord- 
ance  with  your  cost  rates  shown  by  Cost  Form  9-H,  and  compute  the  selling  price 
in  accordance  with  the  selling  rates  used  by  the  Henry  P.  Nelson  Printing  Company. 
The  cost  of  handling  stock  is  here  taken  as  12)4  per  cent.  of  the  cost  of  stock  used. 
The  cost  of  selling  has  also  been  computed  as  1214  per  cent.  of  the  cost  of  completed 
work.  Both  of  these  percentages  are  illustrative  only,  and  are  not  inteuded  as  setting 
any  precedent  for  the  industry.  It  will  be  observed  that  no  profit  has  been  computed  on 
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the  selling  expeiise,  tlie  aniount  beiug  cariied  ovei*  at  cost  iiito  tlie  Seil  to  Post  coluinn. 
Having  conipleted  the  eost  and  selling  prices,  as  shown  by  the  Cost  to  Post  eolninn 
and  by  the  Seil  to  Post  eolninn,  enter  under  “Pili  Priee”  the  anionnt  whieh  the  busi- 
uess  is  charging  Silas  Marner  for  this  job.  This  ainount  is  |960.Ü0. 

You  are  now  ready  to  enter  the  Individual  eJob  Snininary  in  the  Sales  Register. 
The  Customer  is  charged  and  Sales  are  credited  for  the  billed  iirice.  The  custoiner's 
debit,  as  previously  explained,  is  entered  in  the  Accounts  Receivable  colunin  under 
“General  Ledger  Debits”  (page  17),  and  the  selling  price  is  entered  in  the  Sales  col- 
unm  under  “General  Ledger  Credits”  (page  17P).  Xext  enter  in  the  distribution 
columns  under  “Factory  Ledger  Credits”  the  various  itenis  shown  in  the  Cost  to  Post 
coluinn  of  the  Individual  Job  Suminary.  These  iteins  correspond  exactly  with  the 
column  headings  as  shown  in  this  section  of  the  Sales  Register.  The  total  of  the  Cost 
Conipleted  AVork  is  then  entered  in  the  Cost  Conipleted  AA'ork  debit  colunin  under 
“General  Ledger”  (page  17A),  while  the  selling  Charge  is  entered  in  the  Selling 
Charges  debit  colunin. 

Xext,  the  total  cost  is  entered  in  the  Total  colunin  under  “Sundries”  (page  17P). 
The  dilference  between  the  total  cost,  meaning  the  cost  of  conipleted  work  plus  the 
selling  expense,  and  the  sales  price  is  entered  in  the  Gain  colunin  under  “Sundries,” 
this  amount  being  $128.56.  This  represents  the  amount  the  business  niade  on  this  job, 
Xo.  1678,  for  Silas  Marner.  To  the  extent  of  this  job’s  portion  of  the  month’s  reserve 
for  overliead  adjustment,  and  of  its  portion  of  the  niis-estiniate  in  selling  expenses, 
this  is  not  a true  profit.  For  all  practical  purposes,  however,  this  is  the  profit  on  this 
job,  it  being  a part  of  the'  System  to  absorb  these  niis-estimates  in  expenses. 

The  next  step  is  to  enter  in  the  detail  columns  under  “Distribution  of  Sales”  the 
itenis  appearing  in  the  Seil  to  Post  colunin  on  the  Individual  Job  Suniniary.  These 
itenis  again  correspond  exactly  to  the  colunin  headings  aiipearing  in  that  section  of 
the  Sales  Register.  The  billed  price  is  again  entered  in  the  Total  column  at  the 
extreme  right  of  tlie  Sales  Register  (page  18).  The  dilference  between  the  selling 
price,  as  computed  froin  the  used  selling  rates,  and  the  actual  billed  juice  to  the  Cus- 
tomer will  be  entered  in  the  Sales  Adjustment  column.  If  the  billed  price  is  the  larger, 
this  aniount  Avill  be  written  in  black  ink,  but  if  the  computed  selling  price  is  the  larger, 
the  ditference  should  be  written  in  red  ink.  The  conipleted  entry  appears,  as  illus- 
trated,  on  pages  17  to  18,  inclusive,  in  the  Sales  Register. 

Turn  now  to  the  Order  Book  and  write  in  the  Date  Billed  column  the  jiresent  date. 
This  completcs  the  record  in  the  Order  Book  and  any  future  reference  to  the  book  will 
Show  Silas  Marner's  Order,  Xo.  1678,  to  have  been  billed  as  of  this  date. 

The  bookkeeper  should  study  carefiilly  the  entry  in  the  Sales  Register  of  the  com- 
pleted  Individual  Job  Suniniary,  for  brief  reference  only  will  be  given  these  Sales  Reg- 
ister entries  as  the  month’s  transactions  jiroceed.  Xote  carefiilly,  also,  the  rclation 
between  the  Cost  to  Post  itenis  on  the  Individual  Job  Suniniary  and  the  Factory  Ledger 
accounts  credits  in  the  Sales  Register. 


December  6 

Trunsaction  No.  12 

A'oucher  Xo.  489  is  prepared  for  the  payroll  for  the  week  ending  December  fifth. 
The  aniount,  $520.65,  is  entered  in  the  special  Payroll  debit  colunin  and  in  the  Cash 
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credit  coluiiiii,  wliile  tlie  check,  No.  370,  is  entered  in  the  Clieck  colunin  under  “Bank.” 
As  the  Wages  acconnt  (No.  14,  page  26)  will  be  debited  for  the  total  of  the  Payroll 
colitmn,  and  as  Cash  (Bank)  will  be  credited  for  the  total  of  the  Cash  credit 
colnnin,  no  individnal  posting  need  be  inade  for  this  transaction.  Therefore,  i)lace  a 
check  mark  ( V ) in  the  Folio  colunin  to  show  that  uo  individual  posting  for  this  item 
will  be  made. 

Transaction  No.  13 

The  reut  for  the  month  is  paid  in  cash.  Voucher  No.  495  is  made  out,  and  the 
debit  is  made  to  the  Reut  and  Heat  acconnt  throngh  the  General  Ledger  debit  column. 
The  cash  is  entered  in  the  Casli  credit  colnmu,  while  the  check,  No.  371,  is  entered  in 
tlie  Check  columii.  Bost  the  individual  anionnt  to  the  Reut  and  Heat  acconnt  (No. 
28,  page  29). 


December  8 

Transaction  No.  1.) 

(Quentin  Durward  pays  bis  bill,  No.  1662.  As  showu  by  the  Sales  Ledger  the 
amount  is  .|987.5(),  and  this  anionnt  is  entered  in  the  Accounts  Receivable  credit  column 
as  a credit  to  Mr.  Durward. 

The  total  cash  received,  .|967.75,  is  entered  in  tlie  Casli  debit  column.  The  dis- 
count,  iii!l9.75,  is  entered  in  the  Sales  Discounts  and  Allowances  column.  Post  to  the 
custonier’s  acconnt  in  the  Sales  Ledger.  As  this  is  the  only  cash  receipt  of  the  day,  it 
is  deposited,  and  the  amount  is  carried  over  into  the  Bank  Deposit  column. 

Transaction  No.  15 

Jol)  No.  1683  for  Tristram  Shandy  is  completed,  and  the  Individual  Job  Sum- 
mary  is  entered  in  the  Sales  Register.  The  cost  and  selling  items,  as  well  as  the  debit 
and  credit  ent  ries  to  the  General  Ledger  accouuts,  are  entered  as  shown  by  the  record 
in  that  book. 

In  the  Order  Book,  the  date,  December  eighth,  is  jdaced  in  the  Date  Billed  col- 
uum  to  show  that  Job  is  finished  and  has  been  billed  to  the  customer. 


December  10 

Transaction  No.  16 

Sydney  Carton,  President  of  the  Company,  renders  a bill  for  selling  expense, 
.|!76.5().  Voucher  No.  490  is  prepared  and  entered  in  the  Cash-Journal  and  Purchase 
Register.  The  debit  is  made  in  the  special  Selling  Expense  column,  the  credit  in  the 
Cash  Credit  colunin,  while  check,  No.  372,  and  amount  are  entered  in  the  Check 
columns.  As  both  tlie  debit  and  credit  in  this  entry  Avill  he  made  to  the  General 
Ledger  accouuts  throngh  special  column  totals,  a check  mark  (V)  should  be  placed 
in  the  Folio  column. 

Transaction  No.  17 

A purchase  is  made  from  Henry  Fielding,  Ltd.  Voucher  No.  491  is  prepared,  and 
the  entry  is  made  in  the  Cash- Journal  and  Purchase  Register.  Henry  Fielding,  Ltd., 


and  Accounts  Payable  are  credited  in  tlie  Accounts  Payable  credit  column,  while  tbe 
several  accounts  shown  by  tlie  entry  (page  10)  are  debited  tlirough  tbe  special  col- 
umns.  Post  to  tbe  creditor’s  account  at  once. 

Transaction  No.  18 

Henry  Esmond  Orders  twelve  thousand  G4-page  catalogues,  size  9 x 12  inclies, 
promised  Deceinber  tbirty-first.  Tlie  nienioranduni  g'iving  tliis  inforination  sbonld  be 
niade  in  tbe  Order  Book. 


Deceinber  11 

Transaction  No.  19 

Job  No.  1684  for  Tom  Jones  lias  been  completed,  and  bas  been  billed  out  to  tbe 
Customer.  The  entry  is  made  in  tbe  Sales  Register  (pages  17  to  18  inclusive)  in 
accordance  witb  previous  instructions.  In  tbe  Order  Book  a memorandum  record  is 
made  in  tbe  Date  Billed  column,  sbowing  tbat  tbe  order  bas  gone  out  to  tbe  customer. 

Transaction  No.  20 

Tbe  Light  bill  for  November  is  paid  in  cash.  Voucher  No.  492  is  prepared  and 
tbe  amount,  .fl2.3(),  is  entered  as  sbowu  in  tbe  Cash-Journal  and  Purchase  Register 
(page  10). 


Deceinber  13 

Transaction  No.  21 

Job  No.  1680  for  Nicbolas  Nickleby  is  completed  and  entered  in  tbe  Sales  Reg- 
ister (pages  17  to  18)  in  accordance  witb  jirevious  instructions.  A memorandum  is 
made  in  tbe  Order  Book  to  sbow  tbat  tbe  sbipmeiit  bas  been  made. 

Transaction  No.  22 

Tbe  Payroll  for  tbe  week  ending  Deceinber  twelftb  is  made  out  as  Voucher  No. 
493,  and  is  paid  in  accordance  witb  previous  instructions.  Tbe  entry  is  made  in  tbe 
Casb-Journal  and  Purchase  Register  (page  10),  and  a check  mark  ( V)  is  placed  in  tbe 
Folio  column. 

Transaction  No.  23 

Quentin  Durward  Orders  seven  thousand  4-page  price-lists.  Tbe  Job  is  promised 
for  Deceinber  tbirtietb.  Tbe  memorandum  sboiild  be  made  in  tbe  Order  Book  (jmge 
47). 

Transaction  No.  21f 

A purchase  of  paper  and  bindery  materials  is  made  from  tbe  Rudyard  Kipling 
Paper  Company.  ^ Voucher  No.  494  is  prepared  and  entered  in  tbe  Casb-Journal  and 
Purchase  Register  in  accordance  witb  tbe  instructions  given  above. 

The  bookkeeper  sbould  keep  in  mind,  as  bas  been  said  before,  tbat  tbese  individual 
postings  to  Customers  and  to  creditors,  and  all  otber  individual  postiiigs,  incliiding  all 
items  in  tbe  General  Ledger  columns,  sbould  be  kejit  up  from  day  to  day. 
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December  15 

Transaction  No.  25 

AVe  liave  tliis  date  placed  Don  Quixote’s  bill  iu  the  hands  of  au  attorney  for  Collec- 
tion. The  tliii'd  statenient  was  sent  tlie  customer  on  November  twenty-flftb,  and  no 
rei)ly  bas  been  received.  Many  bookkeepers  wonld  make  no  record  in  the  Book  of  Orig- 
inal Entry  for  a transaction  of  tbis  kind;  bowever,  as  tbe  books  of  tbe  business  sbonld 
be  a conii)lete  record  of  tbe  bappenings  of  tbe  business,  a menioranduin  sbonld  be  made 
in  tbe  Casb- Journal  and  Pnrcbase  Register  (as  sliown  at  tlie  bottom  of  page  10)  record- 
iug  tbe  fact  tbät  tbe  bill  bas  been  placed  for  Collection.  No  aniount,  obviously,  sbonld 
be  entered  anywbere  in  tbe  inoney  colnnms  for  tbis  transaction. 


PßOVING  THE  CASH-JOURNAL  PAGES 

Before  proceeding  furtber  witb  tbe  entries  tbe  bookkeeper  sbonld  prove  tbe  Casb- 
Jonrnal  and  Pnrcbase  Register,  and  sbonld  forward  tbe  saine  to  tbe  following  page.  It 
was  explained  early  in  tbe  Treatise  (see  page  21  of  Treatise)  bow  tbe  aritbmetical 
accnracy  of  tbe  entries  made  in  tbis  book  sbonld  be  proved,  and  it  must  be  empbasized 
again  tbat  eacb  page  of  tbe  Casb-Journal  and  Pnrcbase  Register  sbonld  be  proved 
before  being  carried  forward  to  tbe  following  page. 

It  will  be  found  tbat  tbe  totals  of  tbe  various  debit  colnnms  and  tbe  totals  of  tbe 
varions  credit  colunins,  exclusive  of  tbe  ‘‘Factory  Accounts  Debits”  colnnms,  will  be 
eijual,  and  tbese  footings  sbonld  be  entered  on  tbe  “Brongbt  Forward”  line  on  tbe  follow- 
ing page  of  tbe  Casb-Journal  and  Pnrcbase  Register  (page  11).  Tbe  sum  of  tbe  totals 
of  tbe  “Factory  Accounts  Debits”  columns  must  eqnal  tbe  sum  of  tbe  itenis  in  tbe  Fac- 
tory  Accounts  debit  coluum  wbicb  bave  been  distributed  to  tbe  special  colnnms  for  tbe 
factory  expenses.  As  stated  previously,  all  items  appearing  in  tbe  Factory  Accounts 
debit  colnnin,  except  tbe  Provision  for  reserve  for  overbead,  will  nsnally  be  distributed 
dni-ing  tbe  niontb  to  tbe  factory  distribntion  colnnms.  Tberefore,  tbe  total  of  tbe  Fac- 
tory Accounts  debit  colnmn  (.|192.9G),  minus  tbe  montbly  Provision  for  reserve  for  over- 
bead (.f78.T8),  or  .1114.18,  eqnals  the  sum  of  tbe  totals  of  tbe  distribntion  colnnms 
nnder  “Factory  xVcconnts  Debits.”  Tbe  sanie  method  uiay  be  employed  for  proving 
tbese  colnmus  eacb  time  tbe  Casb-Journal  is  forwarded  to  a new  page. 


Transaction  No.  26 

Tbe  November  invoice  for  Power  is  paiJ  by  check.  A^oucber  No.  490  bas  been  made 
ont  and  entered  in  tbe  Casb-Journal  and  Pnrcbase  Register,  as  illustrated.  Debit 
Power  account  (No.  27,  page  29)  in  tbe  General  Ledger  columns,  and  post  at  once  to 
tbe  ledger. 


Transaction  No.  27 

Tbe  November  bill  for  Advertising  is  paid  by  check,  .fl 05.00.  Voucher  No.  497  is 
l)repared  and  tbe  entry  made  in  tbe  Casb-Journal  and  Pnrcbase  Register.  Advertising 
must  be  debited  in  tbe  General  Ledger  debit  colnmn,  and  tbe  amount  sbonld  be  posted 
at  once  to  tbe  ledger  account  (No.  32,  page  30). 
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Transaction  No.  28 

We  pay  by  check  the  invoice  of  November  sixteenth,  of  tlie  E.  A.  Poe  Linoty])e 
Company.  Tlie  amonnt  of  the  invoice,  1177.50,  is  entered  in  tlie  Accounts  Payable 
debit  column  as  a debit  to  Accounts  Payable  and  to  the  E.  A.  Poe  Linotype  Company 
( the  latter  in  the  Purcliase  Ledger),  the  amount  of  the  cash,  |173.95,  in  the  Cash  credit 
and  in  tlie  Checks  columns,  and  the  cash  discount  of  L’  per  cent.  in  the  Discount  on  Pur- 
chases  credit  columii.  Post  at  once  the  debit  to  the  creditor’s  account.  As  illustrated 
hefore,  the  debits  and  credits  in  this  transaclion  are  equal,  thus  proving  the  equality 
of  the  double  eutry. 


Transaction  No.  29 

The  Lew  Wallace  Paper  Company  invoice  of  November  eighteenth,  for  |720.00,  is 
paid,  less  cash  discount  of  2 per  cent.  Enter  in  the  Cash- Journal  and  Purchase  Reg- 
ister as  iustructed  for  the  above  transaction  (No.  28). 


Transaction  No.  30 

We  pay  the  invoice  of  Hawthorne  & Company,  dated  November  eighteenth,  and 
aniounting  to  |()30.00,  by  giving  them  our  note  for  the  full  amount  of  the  invoice,  less 
a 2 per  cent.  cash  discount.  The  note  is  payable  in  sixty  days  and  bears  interest  at 
the  rate  of  6 per  cent.  per  annum.  Inasmuch  as  our  note  bears  interest,  we  are  entitled 
to  the  cash  discount,  for  the  note  is  now  worth  approximately  its  face  value  if  discounted 
at  the  bank.  The  debit  to  the  creditor  and  the  credit  for  the  purchase  discount  are 
exactly  the  same  as  explained  before.  Notes  Payable  account  will  be  credited  for  the 
face  value  of  the  note,  -f617.40,  in  the  General  Ledger  credit  column,  and  the  amount 
will  be  posted  individually  to  the  credit  of  the  Notes  Payable  account  (No.  13,  jiage  2()) 
in  the  General  Ledger  (see  tifth  entry,  page  11).  Detailed  description  of  the  note 
should  be  made  either  in  the  Journal  entry,  or  in  some  other  accessory  record.  Post 
the  itenis  to  the  accounts  designated. 

Transaction  No.  31 

The  receipted  vouchers  in  the  Petty  Cash  Drawer,  amounting  to  |66.54,  are  entered 
as  Voucher  No.  498  and  a check  is  drawn  to  reimburse  the  petty  cash  fund.  The 
various  expense  accounts,  as  illustrated  in  the  entry  (see  sixth  entry,  page  11)  in 
the  Cash- Journal  and  Purchase  Register,  will  be  debited,  while  Cash  will  be  credited 
in  the  Cash  credit  column  and  the  check,  No.  379,  will  be  entered  in  the  Check  columns. 
As  all  itenis  affecting  this  transaction  are  listed  in  special  columns,  there  will  be  no 
posting  of  any  of  tlie  amounts  indiviilually.  Tlierefore,  a check  mark  ( V ) is  placed  in 
the  Folio  column  opposite  Petty  Cash  (see  page  11).  When  this  check,  No.  379,  is 
cashed  and  the  money  placed  in  the  petty  cash  drawer  the  petty  cash  fund  will  be 
brought  again  to  its  original  amount. 

Transaction  No.  32 

The  last  installment  of  the  Federal  Income  and  Excess  Profits  Taxes,  |778.00,  is 
paid  by  check  No.  380.  The  Liability  for  Taxes  accouflt  is  debited  in  the  General 
Ledger  column.s,  while  the  credit  to  Cash  is  entered  in  accordance  with  previous  Irans- 


so 


actions.  Post  tlie  debit  to  the  Liability  for  Taxes  account  (No.  19,  page  27)  in  tlie 
General  Ledger.* 

T ruyisaction  No.  33 

Paper  is  purchased  froin  the  Lew  Wallace  Paper  Company,  1657.50.  The  creditov 
(and  the  Accounts  Payable  account)  is  credited  in  tlie  Accounts  Payable  credit  col- 
unin  and  paper  is  debited  in  tlie  sjiecial  Paper  coluuin  for  tlie  aiuount  of  tlie  purchase. 
The  entry  was  inade  from  Voucher  No.  500.  Post  at  once  to  the  creditor’s  account  in 
the  Purcliase  Ledger. 


Transaction  No.  3Jf 

Domhey  and  Son  settle  in  full  their  hill,  No.  1668,  amounting  to  |1,260.00. 
They  give  us  their  note  for  -fl, 000. 00  payable  in  sixty  days  and  hearing  interest  at 
6 per  Cent,  jier  annum.  The  halance,  less  a discount  of  2 ])er  Cent,  on  the  entire  hill, 
is  paid  in  cash.  As  this  hill  is  paid  within  the  credit  period  and  the  note  of  Domhey 
and  Soll  hears  interest,  and  coiild  he  discoiinted  at  the  bank  for  approximately  its 
face  valiie  (the  slight  difference  heing  diie  to  the  fact  tliat  the  bank  woiild  compute 
the  discount  on  the  face  of  the  note  plus  the  interest,  or  the  ‘hmount”)  the  interest- 
hearing  note  is  here  considered,  for  illustrative  purposes,  the  sanie  as  cash,  and  the 
Customer  is  allowed  the  cash  discount  on  the  entire  aniount  of  the  invoice.  The  entry 
will  he  made  in  the  Cash-Journal  and  Purchase  Register,  debiting  Notes  Receivahle 
for  |1,Ü00.00  in  the  General  Ledger  columii,  debiting  Sales  Discounts  and  Allow- 
ances  for  |25.20  in  the  special  columii,  and  debiting  cash  for  $234.80  in  the  Cash 
column,  while  Domhey  and  Sou  will  he  credited  for  the  $1,260.00  in  the  Accounts 
Receivahle  column.  Tliis  iiiakes  a complete  double  entry  and  halances  the  indehted- 
ness  of  Donihey  and  Son  on  account  of  hill  No.  1663.  Roth  the  dehit  to  Notes  Receiv- 
ahle and  the  credit  to  Donihey  and  Son  will  require  individual  postings,  which  the  hook- 
keeper  shoiild  make  as  soou  as  possible. 

Transactlon  No.  35 

'rom  Jones  pays  Ins  hill  No.  1661,  amounting  to  $480.00,  in  cash,  less  a discount  of 
IV2  per  Cent.  The  entry  is  made  in  accordance  with  previous  instructions. 

Transaction  No.  36 

The  total  receipts  of  cash  for  the  day,  amounting  to  $234.80  from  Dombey  and 
Son,  and  $472.80  from  Tom  Jones,  are  deposited  in  the  bank.  The  total  of  the  deposit, 
$707.60,  is  mitered  in  the  Deposit  column  of  the  Cash-Journal. 

December  16 

Transaction  No.  37 

Tristram  Shandy  ordered  011  December  14th  three  hundred  Office  Manuals,  to  he 
hound  in  hoard,  and  to  he  delivered  hy  Janiiary  foiirth.  The  memorandum  shoiild  he 
made  in  the  Order  Book,  in  accordance  with  previous  instructions. 

• In  larger  businesses,  and  in  any  case  if  desired,  separate  aecounts  may  be  carried  to  record  tbe  payment  of  prop- 
erty  taxes  (which  are  a Charge  against  the  manufacturing  departmeuts)  and  to  record  payment  of  income  taxes  (which 
are  a direct  Charge  against  Löss  and  Gain). 
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December  17 

Transaction  No.  38 

The  note  of  Henry  Esmond  lield  at  the  beginning  of  the  month  is  paid  in  cash. 
The  amoiint  of  the  check  is  for  the  face  of  the  note,  |1, 200.00,  plus  the  interest  for 
sixty  days  at  6 per  cent.  The  Notes  Receivable  acconnt  (No.  4,  page  24)  and  the  In- 
terest Inconie  acconnt  (No.  40,  page  31)  will  be  credited  for  the  |1, 200.00  and  for  the 
112.00,  respectively,  in  tlie  General  Ledger  credit  colninn,  while  Cash  will  l)e  debited 
and  will  be  deposited  as  previonsly  explained. 

December  18 

Transaction  No.  39 

Express  and  drayage  for  the  period,  November  fifteenth  to  December  tifteenth,  is 
paid  by  check.  Voucher  No.  501  is  prepared  and  entered  in  the  Casli- Journal  and  Pur- 
chase Register.  The  debit  is  made  in  the  special  Shipping  and  Deliveries  column, 
while  tlie  credit  to  Cash  and  the  check  are  entered  in  accordance  with  previous  in- 
structions.  No  individual  postiug  being  necessary,  a check  mark  (V)  will  be  placed 
in  the  Folio  column  opposite  the  Express  and  Drayage  item. 

December  19 

Transaction  No.  JfO 

Job  No.  1681  for  Robinson  Crusoe  has  been  completed,  and  has  been  billed  out  as 
bin  No.  1687.  The  Individual  Job  Summary  has  been  entered  in  the  Sales  Register 
(pages  17  to  18  inclusive)  in  accordance  with  the  previous  instructions.  Make  the 
proper  memorandum  in  the  Order  Book. 

December  20 

Transaction  No.  Jfl 

The  Payroll  for  the  week  ending  December  nineteenth  has  been  prepared  as  voucher 
No.  502  and  entered  in  the  Cash-Journal  and  Purchase  Register.  The  debit  is  made 
in  the  special  Payroll  column,  while  the  credit  to  Cash  and  the  check  are  entered  as 
usual.  The  item  is  checked  in  the  Folio  column  because  there  is  no  individual  postiug 
to  be  made. 

Transaction  No.  Jß 

Oliver  Twist  pays  |1,000.00  in  cash  on  acconnt  of  his  bill,  No.  1664.  As  this  bill 
is  subject  to  a 2 per  cent.  cash  discount,  we  must  credit  the  customer  for  more  than  the 
•|1,000.00  of  cash  received.  In  other  words,  for  every  dollar  that  Oliver  Twist  owes 
the  business,  98  cents  in  cash  will  settle  the  dollar’s  indebtedness.  Tlierefore,  tlie 
-$1,000.00  of  cash  received  will  cancel  as  many  dollars  of  indebtedness  as  98/100  is 
(livisible  into  $1,000.00.  So,  dividing  the  $1,000.00  by  98  cents,  we  ascertain  tliat  a 
credit  of  $1,020.41  must  be  made  to  Mr.  Twist’s  account.  The  difference  between  the 
credit  placed  in  the  Accounts  Receivable  column  and  the  amount  of  cash  received,  or 
$20.41,  is  debited  to  Sales  Discounts  and  Allowances  in  that  special  column.  Do  not 
forget  to  post  at  once  to  the  Sales  Ledger  account. 
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At  tliis  poiut  tlie  Casli-Jonrnal  and  Piircliase  Register  slionld  again  be  proved  to 
ascertain  tlie  aritlnuetical  accnraej  of  tlie  delnts  and  eredits,  and  tlie  anionnts  slionld  be 
forwarded  to  tbe  next  page  of  tlie  book.  These  ainoiints,  as  previonsly  explained,  will 
be  entered  on  the  “Bronght  Forward”  line  (see  top  of  page  12). 

Transaction  No.  Jß 

Oliver  TwisFs  order,  dated  Deceniber  17,  bas  been  received  for  twenty-five  thon- 
sand  sales  tickets,  to  be  deliveied  Deeeniber  tliirtietli.  Äfake  tlie  nieniorandnni  in  tlie 
Order  Book  as  previonsly  insfrneled  (see  ])age  47). 

Transaction  No. 

Henry  Esinond  pays  bis  bill,  No.  IGfi.“),  in  cash,  less  diseonnt  of  1 per  Cent.  The 
entry  is  made  in  accordanee  witli  previons  instrnctions. 

Transaction  No.  Jf5 

Silas  Marner  pays  bis  bill,  No.  1668,  in  fall,  less  a cash  diseonnt  of  2 per  cent.  Tbe 
cash  received  dnring  tbe  day  is  deposited  in  tbe  bank  and  tbe  aniount  deposited  is 
carried  over  iiito  tbe  Bank  Deposits  colunin. 

Deceniber  22 

Transaction  No.  Jf6 

Snpplies  are  pnrcliased  froin  tbe  Win.  M.  Tbackeray  Printers’  Siipply  Company 
amonnting  to  |1 82.00.  Voucher  No.  503  is  prepared  and  the  entry  is  inade  in  tlie  Casli- 
Joiirnal  and  Purchase  Register  in  accordanee  witli  previons  instrnctions.  The  total 
Charge  to  the  Work  in  Process  acconnt,  .f 75.83,  is  distribnted  to  the  varions  Factory 
operating  accoiints  in  tbe  special  colnnins  nnder  “Factory  Accounts  Debits.” 

Transaction  No.  J/l 

Robinson  Crnsoe's  order,  for  twenty-foiir  thoiisand  4-])age  advertising  folders,  bas 
been  received.  The  order  is  dated  Deceniber  tvventietli,  and  is  proinised  for  Deceniber 
tliirtietli.  Make  the  nieinorandnni  in  tbe  Order  Book  as  iisiial. 

Deceinber  23 

Transaction  No.  J/8> 

Job  No.  1682  for  Doinbey  and  Son  lias  been  conipleted,  and  lias  been  billed  ont  to 
llie  cnstonier.  The  Individual  Job  Siiininary  bas  been  entered  in  tbe  Sales  Register 
(jiages  17  and  18,  inclusive),  and  tbe  nieniorandum  niade  in  tbe  Order  Book,  as  ex- 
])lained  in  previons  transactions. 

Observe,  that  in  the  case  of  tliis  bill,  the  Company  actiially  received  $75.80  less 
tban  it  slionld  have  received  in  accordanee  witli  the  regulär  selling  rates.  In  otlier 
words,  the  total  of  material  and  de])artmental  selling  amounts,  as  shown  in  the  Seil  to 
Post  column  on  the  Individual  Job  Summary,  No.  1682,  is  $75.80  niore  tban  the  price 
received  for  the  Job.  Therefore,  the  $75.80  is  entered  in  red  ink  in  the  Sales  Adjust- 
ment  column.  This  shows  that  the  Job  slionld  have  brought  a little  over  $800.00,  but 
either  because  of  a niis-estiniate  or  for  some  other  cause  the  business  bas  failed  to 
receive  the  protit  that  it  should  have  made. 
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December  24 

Transaction  No.  J/O 

Xicliolas  Kickleby  pays  bis  bill,  No.  1GG7,  i-n  casli,  less  a discount  of  1 per  cent. 
Enter  in  tlie  Casli-Jouriial  and  Purchase  Register,  and  deposit  tlie  cash  in  the  bank  as 
nsnal. 


December  2G 

Transaction  No.  50 

Sydney  Carton,  President  of  the  Company,  renders  an  expense  bill  of  |103.G0. 
Voucher  No.  504  is  prepared  and  the  entry  is  made  in  the  Cash-Journal  and  Purcliase 
Register  as  previously  illustrated.  The  Charge  is  made  in  the  Selling  Expense  column 
and  a check  mark  ( V ) jdaced  in  the  Folio  column,  showing  that  no  individual  posting 
is  necessary. 


December  27 

Transaction  No.  51 

Silas  Marner  Orders  twenty-five  hundred  catalogues,  G x 9 inches,  with  cover.  The 
Order  is  dated  December  twenty-second,  and  the  job  is  promised  for  January  tentli. 
Make  the  memorandum  in  the  Order  Book  as  usual. 

Transaction  No.  52 

The  payroll  for  the  week  ending  December  twenty-sixth  is  prepared,  and  entered 
as  Voucher  No.  505  in  the  Cash-Journal  and  Purchase  Register.  Place  the  debit  in  the 
special  Pa^^roll  column,  and  enter  the  casli  as  usual.  Clieck  (V)  tlie  item  in  the 
Folio  column. 

Transaction  No.  53 

Individual  Job,  No.  168G,  for  Quentin  Durward  has  been  completed  and  billed  to 
the  Customer.  The  entry  is  made,  as  previously  instructed,  in  the  Sales  Register,  and 
the  memorandum  of  shipment  must  be  made  in  the  Order  Book.  Post  the  debit  to  the 
customer’s  account  in  the  Sales  Ledger. 

» 

December  29 

Transaction  No.  51^ 

We  pay  the  Wm.  M.  Thackeray  Printers’  Supply  Company  vouchers  Nos.  4G7  and 
487  by  check,  less  a discount  of  2 per  cent.  The  total  of  the  vouchers  is  |525.70.  Eu- 
ter as  previously  instructed. 

Transaction  No.  55 

Job  No.  1689  for  Robinson  Crusoe  has  been  completed  and  shipped  as  bill  No. 
1690.  Enter  in  the  Sales  Register  (pages  17  to  18,  inclusive)  in  accordance  with 
previous  instructions.  Remember  that  the  figures  for  this  transaction  would  be  ob- 
tained  from  the  Individual  Job  Summary,  and  that  all  figures,  in  practice,  would  be 
recorded  there.  Make  the  memorandum  of  shipment  in  the  Order  Book,  as  jirevioiisly 
instructed. 
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Transaction  No.  56 

Tom  Jones  Orders  fifteen  tlioiisaud  4-page  folders.  Tlie  Order  is  dated  December 
twenty-fourth,  and  is  proinised  for  January  eiglith.  Make  tlie  iisnal  memorandum  in 
the  Order  Book. 

December  30 

Transaetion  No.  57 

Job  No.  1688  for  Oliver  Twist  bas  been  completed.  Enter  as  nsnal  in  the  Sales 
Kegister  and  make  a memorandum  of  the  shi])ment  in  the  Order  Book.  Post  the 
debit  to  the  customer’s  acconnt  in  the  Sales  Ledger. 

Transaetion  No.  58 

Paper  has  been  purebased  from  Ilawthorne  & Company  amounting  to  .|407.50. 
\"ouclier  No.  506  has  been  prepared  and  the  entry  has  been  made  in  the  Cash- Journal 
and  Purchase  Register  (see  page  12).  Debit  the  paper  in  the  special  column  ander 
“Material  Debits.” 

Transaetion  No.  59 

A purchase  of  supplies,  amounting  to  -^172.50,  has  been  made  from  the  E.  A.  Poe 
Linotype  Company.  Voucher  No.  507  has  been  prepared  and  has  been  entered  as  pre- 
viously  explaiued.  Remember  to  keep  all  individual  postiugs  made  up  to  date. 

Transaetion  No.  60 

Tristram  Shandy  has  paid  in  cash  his  bill  No.  1669,  less  a discount  of  1 per  ceut. 
The  total  amount  of  the  bill  is  |850.00.  Enter  as  nsnal. 

Transaetion  No.  61 

Silas  Marner  has  paid  .|500.00  in  cash  on  acconnt  of  bill  No.  1668.  No  discount 
is  allowed.  Enter  in  the  Cash-Journal,  debiting  Cash  and  crediting  Silas  Marner  for 
the  amount  paid.  Post  the  credit  to  the  customer’s  acconnt  in  the  Sales  Ledger. 

4k 

Transaetion  No.  62 

Oliver  Twist  pays  f500.00  on  acconnt  of  bill  No.  1664,  less  a cash  discount  of  1 per 
Cent.  In  other  words,  the  check  is  for  |495.00.  Enter  as  nsnal. 

Transaetion  No.  63 

The  total  receipts  of  the  day,  amounting  to  -fl, 836. 50,  are  deposited  in  the  bank, 
and  the  amount  of  the  dei)osit  is  cari-ied  over  into  the  Bank  Deposit  column. 

December  31 

Transaetion  No.  6J^ 

Job  No.  1685  for  Henry  Esmond  has  been  completed.  Enter  the  Individiial  Job 
Summary,  in  accordance  with  previous  instructions,  in  the  Sales  Register  (pages  17 
to  18  inclusive),  and  make  the  memorandum  of  shi])ment  in  the  Order  Book. 


Transaction  No.  65 


Nicliolas  Xickleby  Orders  four  tliousand  12-page  advertising  folders.  They  are 
proniised  for  delivery  on  Janiiary  fifteeiitli.  Make  the  iiiemorandiim  entry,  ander  date 
of  Deceniber  30tli,  in  the  Order  Book  (page  47). 

Transaction  No.  66 

The  officers’  salaries  for  December,  amounting  to  |800.00,  are  paid  by  check. 
Voucher  No.  508  is  prepared  and  entered  in  tlie  Cash-Journal  and  Purchase  Register. 
Tlie  Salaries  accouut  is  debited  through  the  General  Ledger  colunins.  As  the  two  of(i- 
cers  of  the  Company,  Mr.  Henry  P.  Nelson  and  Mr.  Sydney  Carton,  desire  separate 
checks,  checks  Nos.  386  and  387  for  fdOO.OO  each  are  inade  out  and  entered  in  the 
Check  columns. 

Transaction  No.  67 

The  clerical  salaries  for  the  nionth  are  paid  in  cash,  $260.00.  Voucher  No.  509  is 
prepared  and  entered  in  the  Cash-Journal.  The  debit  is  niade  to  General  and  Office 
Expense  in  the  special  column  and  Cash  is  credited  as  usual  (see  entry,  page  12).  If 
desired,  a separate  account  for  Office  Salaries  may  be  debited  through  the  General 
Ledger  columns,  and  then  this  account  closed  into  the  General  and  Office  Expense  ac- 
count. This  is  desirable  only  if  the  proprietor  desires  to  have  available  the  exact 
aniount  of  this  expense. 

Transaction  No.  68 

The  signed  vouchers  in  the  Petty  Cash  Drawer,  amounting  to  |70.08,  are  entered 
as  voucher  No.  510,  for  the  reimbursement  of  the  Petty  Cash  Fund.  Check  No.  389 
is  drawn  for  the  amount  and  cash  is  credited  as  usual.  The  charges  are  made,  as 
would  be  shown  by  the  distribution  on  the  voucher,  in  the  various  special  columns  (as 
illustrated  by  the  fourth  entry  from  the  bottom,  page  12).  As  no  individual  posting  is 
to  be  made,  a check  mark  ( V)  is  placed  in  the  Folio  column. 

Transaction  No.  69 

Sydney  Carton  renders  a salesman’s  expense  bill  for  $28.60.  Voucher  No.  511  is 
prepared,  and  the  entry  is  made  in  the  Cash -Journal  and  Purchase  Register,  as  previ- 
ously  explained. 

Transaction  No.  70 

The  Company’s  note  for  $5,000.00  is  due.  Voucher  No.  512,  authoriziug  payment 
of  the  same,  is  prepared,  and  a check  is  drawn  for  $5,050.00  in  payment  of  the  note  and 
of  the  interest  expense.  The  Notes  Payable  and  the  Interest  Expense  accounts  are 
debited,  respectively,  in  the  General  Ledger  colunins  for  $5,000.00  and  for  $50.00,  the 
cash  being  entered  as  usual.  The  two  debits  must  be  posted  iudividually  to  the  desig- 
nated  accounts  in  the  General  Ledger. 

Transaction  No.  71 

The  December  advertising  is  paid  by  check,  $35.00.  Voucher  No.  513  is  prepared, 
and  the  entry  is  made  as  previously  illustrated. 
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tlie  special  coluinns  of  tlie  Casli-Journal  and  Purchase  Register  should  he 
totaled  and  the  arithnietical  accnracy  of  the  book  should  be  proved,  as  explained  for 
previons  i)ages.  The  amoimts  should  then  be  carried  forward,  as  showu  ou  the  “Brought 
Forward”  liue  on  page  13. 

This  completes  the  regulär  biisiiiess  trausactions  of  the  luonth,  but  numerous  ad- 
justiug  eiitries,  distribution  entries,  and  suniniary  eutries  reniain  to  be  inade.  The 
bookkeeper  should,  therefore,  proceed  at  once  with  these  eutries  in  preparation  for  mak- 
iiig  out  tlie  financial  stateuieuts  of  the  month  and  for  deteruiiniug  the  new  hour  cost  as 
showu  by  Cost  Form  9-11  (pages  57  and  58). 


POSTING  THE  SALES  REGISTER 

However,  as  all  adjiistnient  and  closing  entries  are  made  in  the  Oash-Journal  and 
Purchase  Register,  Ihe  Sales  Register  slionld  now  be  totaled  and  posted  to  the  General 
and  Snbsidiary  Ledgers.  Turn  to  the  Sales  Register  (pages  17  to  18,  inclusive)  and 
total  all  colunins  appearing  in  that  book.  Then,  beginning  with  the  first  colnmu  on 
page  17,  the  postings  should  be  made  as  follows : 

All  individual  itenis  in  the  Accounts  Receivable  column,  if  not  already  posted, 
should  be  posted  to  the  debit  of  the  respective  customers’  accounts  in  the  Sales  Ledger. 
These  iiostings  should  have  been  made  when  the  Individual  Job  Summaries  were  entered 
in  this  book.  The  postings  to  the  Customers’  accounts  may  be  made  directly  from  the 
Individual  Job  Summaries,  if  desired.  The  total  of  the  Accounts  Receivable  column 
should  be  posted  to  the  debit  of  that  account  (No.  3,  page  24)  in  the  General  Ledger. 
The  i)osting  figure  may  be  placed  just  below  the  total  of  the  column.  If  any  items 
ai)pear  in  the  General  Ledger  column,  they  should  be  posted  individually  (with  the  ex- 
ception  of  IManufactured  Stock,  which  should  be  checked  ( V),  as  previously  explained) 
to  the  General  Ledger  accounts  named,  but  the  column  would  not  be  posted  in  total,  for 
that  wonld  mean  posting  the  same  items  twice,  to  the  General  Ledger. 

Next,  after  having  ascertained  that  the  sum  of  the  column  totals  under  “Factory 
Ledger  th‘edits’’  is  in  agreenient  with  the  sum  of  the  totals  of  the  Cost  Completed  Work 
Debit  and  Manufactured  Stock  Factory  Cost  Debit  coluinns,  post  the  totals  of  all  the 
special  materials’  and  departments’  coluinns  under  “Factory  Ledger  Credits”  to  the 
credit  of  the  respective  accounts  in  the  Factory  Ledger.  Place  the  posting  figures  im- 
mediately  below  the  totals  of  the  respective  coluinns. 

Next,  post  the  total  of  the  Cost  Completed  Work  Debit  column  to  the  debit  of  the 
Trading  account  (No.  38,  page  31),  and  to  the  credit  of  the  Work  in  Process  account 
( No.  (),  page  25) . Place  the  two  posting  figures  immediately  below  the  total  of  the 
column.  If  itenis  appear  in  the  Manufactured  Stock  Factory  Cost  Debit  column,  the 
total  of  the  column  must  be  posted  to  the  debit  of  the  Manufactured  Stock  account  (No. 
5,  i>age  24)  and  credited  to  the  AVork  in  Process  account  (No.  6,  page  25).  The  total 
of  the  Selling  Charges  Debit  column  should  be  debited  to  the  Selling  Charges  account 
( No.  33,  page  30)  and  should  be  credited  to  the  Selling  Expense  account  (No.  34,  page 
30),  the  credit,  as  illustrated,  being  carried  over  in  total  into  the  Selling  Expense 
Credit  colninn. 

The  totals  of  the  next  three  coluinns  (page  17B)  under  “Suudries”  are  not  posted, 
so  a check  mark  (V)  is  idaced  immediately  below  the  respective  column  totals.  The 
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total  of  tlie  Sales  eoliinin  and  of  the  Special  Sales  coluniii,  uiuler  “General  Ledgei* 
Credits/’  is  posted  to  tlie  credit  of  th§  respective  accounts  in  the  General  Ledj>er,  and 
the  posting  tigures  are  placed  iinniediately  below  the  coluinu  totals  (see  Sales  Ilegister, 
page  17B).  The  total  of  the  Manufactnred  Stock  Tactory  Sales  coluinn  is  checked 
( V ) , because  this  siniply  offsets  the  debits  made  to  manufactnred  stock  in  the  General 
Ledger  column  (page  17)  under  “General  Ledger  Debits/’  which  debit  ainounts  were 
also  checked  ( V ) and  were  not  posted  to  the  Ledger  account.  The  individual  items,  both 
the  debits  to  tlie  Trading  account  and  the  credits  to  the  accounts  designated,  in  the  Gen- 
eral Ledger  column  (page  17B)  under  “General  Ledger  Credits”  are  posted  to  the  ac- 
couuts  named  in  the  explanation  space.  This  completes  the  jiostings  from  the  Sales 
Register,  the  column  totals  under  “Distribution  of  Sales”  (pages  17B  and  18)  being 
checked  (V)  in  the  respective  columns  to  show  that  these  are  Statistical  tigures  oiily — 
iione  of  them  being  transferred  to  the  Ledger.  In  all  cases  the  entire  Sales  Register 
should  be  proved,  as  previously  explained  (see  page  28  of  Treatise).  Tlie  Sales  Reg- 
ister should  uow  be  mied  up,  when  it  is  ready  for  the  entries  of  the  next  month. 


MONTHLY  ADJUSTING  ENTRIES 

Transaction  No.  72 

The  first  adjusting  entry  to  be  made  is  to  Charge  the  Materials  Direct  accounts  in 
the  Factory  Ledger  and  to  credit  the  various  Stock  accounts  in  the  General  Ledger  for 
the  material  requisitions  of  the  month.  These  material  requisitions  should  be  obtained 
by  the  bookkeeper,  or  at  least  the  ainounts  ascertained,  and  the  entry  made  in  the  Cash- 
Journal  debiting  the  Älaterial  Direct  accounts  in  the  Factory  Accounts  columns  and 
crediting  the  Stores  accounts  in  the  General  Ledger  columns  for  the  cost  of  materials 
used  during  the  period.  From  the  standpoint  of  correct  costs  it  is  entirely  incorrect 
to  requisition  these  materials  out  at  present  market  values,  for  the  cost  of  doing  work 
is  not  dependent  upon  the  present  cost  of  materials  but  upon  the  actual  cost  of  those 
materials  when  they  were  purchased.  This  does  not  iiiean  that  the  customer  should 
not  be  charged  on  the  basis  of  present  existing  prices,  but  is  to  emphasize  that  true  cost 
may  be  entirely  independent  of  present  market  values,  or  of  present  selling  prices.  The 
completed  entry  is  shown  in  the  Cash- Journal  and  Purchase  Register  (see  first  entry, 
page  13). 


Transaction  No.  73 

The  bookkeeper  must  next  ascertain  the  total  wages  cost  of  the  month.  It  is 
immaterial  whether  these  wages  have  been  paid  or  not,  for,  as  bas  been  explained  [uevi- 
ously,  the  Wages  account  may  show  either  prepaid  wages  or  accrued  wages  at  the  end  of 
the  period.  What  the  bookkeeper  does  want,  therefore,  is  the  total  of  the  wages 
earned  during  the  month  in  each  of  the  several  departments  of  the  plant.*  These 
amounts  will  be  obtained  from  the  payroll  books,  having  been  entered  there  from  the 
daily  time  tickets  of  the  workmen.  This  summary  entry  will  be  made  in  the  Cash- 
Journal  and  Purchase  Register  (see  second  entry,  page  13),  the  various  plant  operat- 
ing  accounts  being  debited  in  the  Factory  Accounts  columns,  the  Shipping  and  Deliv- 
eries account  being  debited  in  the  General  Ledger  column,  while  the  IV^ages  account  is 
credited  for  the  total  earned  wages  of  the  period  in  the  General  Ledger  column. 

* It  is  the  practice  in  some  plante  to  dose  the  books  as  of  payroll  dato,  thus  avoiding  divisiou  of  the  weekly 
payroll. 
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As  explained  previously  in  the  Treatise  (see  page  72  of  Treatise),  it  is  desirable 
to  have  the  operatiiig  accoimts  in  the  Factory  Ledger  show  three  separate  iteins  as 
niaking  np  the  inonth’s  expenses.  One  of  tliese  items  is  the  monthly  Provision  for 
Keserve  for  Overhead.  The  second  item  is  tlie  Labor  Cost  of  the  period,  while  the  third 
separate  tignre  desired  is  tlie  total  of  tlie  bnrden  or  overhead  expense  of  the  month.  To 
carry  ont  tliis  idea,  the  total  Avages  expense  of  tlie  period  is  debited  to  the  departments 
individnally  in  the  Factory  Acconnts  debit  colninn,  and  will  be  posted  as  indiAddnal 
items  to  the  varions  snbsidiary  acconnts  in  the  Factory  Ledger.  Obvionsly,  if  it  had 
beeil  desirable  to  do  so,  the  total  of  the  factory  wages  niight  have  been  entered  in  the 
Factory  Acconnts  debit  colninn,  and  then  the  wage  cost  of  the  individnal  departments 
coiild  liave  been  distribnted  in  the  departmental  colnmns  aiipearing  at  the  right  of  the 
('asli- Journal  and  Fiirchase  Register  nnder  “Factory  Acconnts  Debits.”  Tliis  wonld 
have  eliminated,  however,  the  possibility  of  having  the  Avages  expense  appear  as  a sepa- 
rate item  in  the  respective  operatiiig  acconnts  in  the  Factory  Ledger. 

In  this  Connection,  the  bookkeeper  shoiild  observe  that  the  total  of  the  anionnts 
apjiearing  in  the  distribntion  colnmns  nnder  “Factory  Acconnts  Debits”  noAV  represents 
oiily  direct  materials  and  sniiplies,  and  these  anionnts  AAdll  be  entered  on  the  Siininiary  of 
Dejiartment  Cost  for  Month  ( ])ages  57  and  58,  line  11  ).  Riit  for  tlie  pnrjiose  of  jiosting 
the  total  bnrden  cost  of  the  month  to  the  Factory  Ledger,  the  additional  distribntion  of 
bnrden  exiiense  Avill  be  made  to  these  colnmns  before  the  colnmns  are  posted  in  total 
to  the  snbsidiary  acconnts.  It  is  the  distribntion  of  these  varions  items  of  bnrden,  or 
oA'erhead  expense,  that  the  bookkeeper  is  noAV  ready  to  take  up. 

T t'(i nsüction  No. 

The  distribntion  of  the  reut  expense  of  the  month,  as  previously  explained,  is 
based  on  the  nsed  sqnare  feet  in  the  varions  departments.  Of  the  |150.00  total 
reut  and  heat  expense  of  the  month,  over  tive-sixths  of  it,  or  |125.7()  is  chargeable  to 
the  Factory  departments.  The  total  amonnt  ($125.70)  is  entered  as  a debit  in  the  Fac- 
tory Acconnts  debit  colninn,  Avhile  the  distribntion  is  made  to  the  varions  plant  operat- 
ing  acconnts  in  the  special  colnmns  nnder  “Factory  Acconnts  Debits.”  This,  again,  well 
illnstrates  the  principle  of  the  Controlling  acconnt,  for  the  amonnt  in  the  Factory  Ac- 
connts colninn  snniniarizes  in  total  the  distribnted  items  in  the  special  colnmns  nnder 
“Factory  Acconnts  Debits.”  See  the  third  entry,  page  13,  of  the  Cash-Jonrnal  and  Pur- 
chase Register. 

Transaction  No.  75 

The  total  Charge  for  depreciation,  as  slioAvn  by  the  Schednle  of  Fixed  Charges  for 
the  month  (page  55),  is  $34(5.(17.  This  amonnt  is  credited  to  the  AlloAvance  for  De- 
preciation acconnt  and  is  debited  to  the  varions  acconnts  in  accordance  AAuth  the  Sched- 
nle of  Fixed  Charges  distribntion,  as  shoAvn  by  the  next  entry  in  the  Cash-Jonrnal  and 
Purchase  Register  (page  13).  $330.00  of  the  total  amonnt  is  charged  to  the  Factory 
Operatiiig  acconnts  and  is  entered  in  total  as  a debit  to  the  Work  in  Process  acconnt 
(A'o.  (5,  page  25)  in  the  Factory  Acconnts  colninn.  The  distribntion  is  made  in  the 
special  colnmns  nnder  “Factory  Acconnts  Debits.” 

Transaction  No.  76 

The  interest  on  plant  Investment,  as  shoAvn  by  the  Schednle  of  Fixed  Charges  for 
the  month,  is  $200.00,  Avhich  amonnt  is  credited  to  the  Reserve  for  Interest  on  Plant 
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luvestmeut  and  eharged  to  tlie  varioiis  operating  accounts.  The  method  of  eiitry  is 
similai'  to  tliat  for  depreciation  giveu  above  (see  tifth  eiitiy,  page  13). 


Transaction  No.  77' 

The  fii-e  iusiiranee  cost,  as  sliowii  by  the  Sehedule  of  Fixed  Charges  for  the  inoiith,  is 
|!50.00.  This  amount,  Avhicli  represents  tlie  aniouiit  of  i)reiuiuni  expiring  duriiig  the 
mouth,  is  credited  to  the  Insurance  l’repaid  acconnt  and  is  cliarged  to  tlie  vai-ious 
departmental  and  general  accounts.  The  entry  is  similar  to  that  illustrated  above  for 
depreciation  and  for  interest  ou  the  plant  iiivestment  (see  sixth  entry,  page  13). 


Transaction  No.  78 

Tlie  property  taxes,  as  shown  by  the  Schednle  of  Fixed  Charges  for  the  mouth, 
aniouuts  to  |26.67.  This  is  entered  in  the  Ca^^h-donrual  and  is  distribnted  as  explaiued 
for  insiirance  above  (see  seveuth  entry,  page  13). 

Transaction  No.  79 

The  total  expense  for  Light  for  the  mouth,  as  shown  by  that  acconnt  (No.  26,  page 
29)  in  the  General  Ledger,  is  |12.30.  This  anionnt  is  distribnted  on  the  basis  of  light 
consnmed,  and  the  distribntion  is  niade,  as  shown  by  the  Journal  entry  (page  13), 
similarly  to  the  entries  for  the  fixed  charges. 

Transaction  No.  80 

The  Power  cost  of  the  month,  as  shown  by  that  acconnt  in  the  General  Ledger 
( Xo.  27,  page  29)  is  |59.80.  This  is  all  chargeable  to  the  Factory  departments,  in  ac- 
cordance  with  the  power  nsed  in  each  department.  The  entry  is  niade  crediting  Power 
in  the  General  Ledger  colnnin  and  charging  the  Factory  departments,  as  explaiued  for 
the  otlier  charges  of  the  month  (see  fifth  entry  froni  bottoin,  page  13). 

Transaction  No.  81 

The  amount  of  Provision  for  spoilage  for  the  period  is  |39.39.  This  is  debited  to 
the  operating  departments  on  the  basis  of  cost  for  the  previons  month.  In  the  illns- 
tration  nsed  here,  this  amount  is  assnmed  to  be  one-half  of  the  opening  provision  for 
Reserve  for  Overhead,  or,  in  other  words,  to  be  one-half  of  one  per  cent.  of  the  previons 
month’s.  departmental  costs.  The  credit  is  niade  throngh  the  General  Ledger  colnnin 
to  the  Reserve  for  Spoilage  acconnt  (Xo.  24,  page  28).  The  jndgment  of  the  indi- 
vidual ])rinter  must  detei-mine  the  spoilage  jirovision  necessary  in  each  plant,  and  the 
anionnt  may  be  increased  or  decreased  as  desired. 

In  this  Connection  it  must  be  emphasized  again  that  when  actnal  spoilage  occnrs, 
the  cost  of  the  work  spoiled  is  to  be  debited  to  the  Reserve  for  Spoilage  acconnt  (X^o. 
24,  page  28).  It  wonld  be  incorrect,  obvionsly,  to  treat  both  the  monthly  jirovision  for 
spoilage  and  also  the  actnal  spoilage  as  costs  of  prodnction.  By  nieans  of  the  monthly 
jirovision  the  e.xjiense  for  Sjioilage  is  distribnted  evenly  over  the  several  montldy  ojier- 
ating  periods — a decided  advantage,  becanse  it  does  not  cause  the  Variation  in  the 
monthly  honr  costs  that  a larger  amount  of  actnal  spoilage  in  one  particular  month 
wonld  cause. 
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Transaction  No.  82 

The  total  salaries  of  the  month,  as  shown  by  that  account  (No.  80,  page  1'9),  are 
fSOO.OO.  As  Mr.  Henry  P.  Nelson  is  the  General  Manager  of  the  plant,  his  -fiOO.OO 
will  l)e  charged  to  the  General  and  Office  expense,  while  Mr.  Sydney  Carton’s  salary 
will  he  charged  to  Selling  Expense,  Mr.  Cartou  being  the  salesman  of  the  Company  (see 
tliird  entry  from  bottom,  page  13). 

Transaction  No.  83 

Tlie  total  cost  of  advertising  for  the  month,  which  is  f 140.00,  is  closed  to  tlie  Selling 
Exjtense  acconnt.  This  is  done  by  crediting  tlie  Advertising  account  in  the  General 
Ledger  column  and  debiting  Selling  Expense  in  the  special  columu  (see  the  second 
entry  from  botiom,  page  13). 

Transactiou  No.  84/ 

The  jirovision  for  llad  Debts  has  been  determined  from  past  experience  at  about 
flO.OO  i»er  month.  Therefore,  this  amount  is  charged  to  the  General  and  Office  Ex- 
jicnse  acconnt  (No.  IM),  page  29)  and  credited  to  the  Allowance  for  Bad  Debts  account 
( No.  20,  iiage  27 ),  the  entry  being  made  at  the  bottom  of  page  13  of  the  Cash-Journal 
and  Pnrcliase  Kegister. 

The  bookkeejier  should  again  total  all  columns  and  prove  the  arithmetical  accu- 
racy  of  the  Cash-Journal  and  Pui-chase  Register,  after  which  he  will  carry  forward  the 
totals  to  the  “Brought  Eorward’’  line  at  tlie  top  of  page  14. 

Transaction  No.  85 

The  total  Shipping  and  Deliveries  cost  of  the  month  is  |95.41.  föO.OO  of  this 
amount  represents  wages  and  ajipears  in  the  Shipping  and  Deliveries  account  (No.  31,  ; 

jiage  30),  Avhile  the  otlier  145.41,  which  appears  in  the  Shipping  and  Deliveries  special  { 
column,  represents  general  supplies  and  has  not  yet  been  posted  to  the  General  Ledger  1 
account.  The  total,  howmver,  is  ascertained  and  is  closed  into  the  General  and  Office  • 
Expense  account,  as  show'ii  by  the  entry  in  the  Cash- Journal  and  Purchase  Register  ( 
(the  tirst  entry,  page  14).  i 


PREPARATION  OP  COST  FORM  0-H 

At  this  point  it  is  jierhaps  niost  conveuient  for  the  bookkeeper  to  make  out-the  Cost 
Form  9-II,  or  the  Summary  of  Department  Costs  for  the  Month  (pages  57  and  58). 
The  total  expenses,  as  called  for  by  the  accounts  listed  under  the  tliree  subdivisions  of 
Fixed  Expense,  Current  Expense,  and  General  Expense,  are  obtained  from  the  accounts 
in  the  General  Ledger  and  from  the  distributions  just  made  in  the  Cash-Journal  and 
Purchase  Register  ( page  13 ) . Thus  the  Reut  and  Heat  item  of  |150.00  is  obtained  from 
the  Reut  and  Heat  account  (No.  28,  page  29).  The  other  fixed  charges  should  be  taken 
from  the  Schedule  of  Fixed  Charges  of  the  month  (page  55) . All  the  items  of  current  ex- 
pense and  of  general  expense  niay  be  obtained  from  the  respective  Ledger  accounts,  or 
niore  conveniently  from  the  distribution  entries  in  the  Cash- Journal  (see  page  13). 

The  method  of  (listributing  these  various  expenses  to  the  general  and  operating 
departmeuts  of  the  business  is  explained  in  the  Treatise  on  the  Standard  Cost  Finding 
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S^'stem  (see  Ai)i)en(lix  C),  and  thtn-efore  it  is  uiiiiecessary  to  go  into  j^reat  detail  regard- 
ing  tlie  distributioii  of  these  iteins  oii  the  Sr^niiiniary  of  Depaidnieiit  Cost.  Upoii  the  coin- 
pletioii  of  the  distributiou  of  the  tixed  and  enrrent  expenses,  every  single  item  of  wliieli 
inay  be  obtained  from  tlie  Cash- Journal  distributiou  colunins  (page  13),  all  of  the  operat- 
ing  department  colunins  bre  totaled  (see  line  16).  It  sliould  be  observed  tliat  the  direct 
supplies  and  expense  of  the  niontli  is  taken  from  the  distributiou  colunins  under  “Fac- 
tory  x\ccounts  Debits,’’  the  aniounts  being  those  carried  forward  to  page  13  of  the  Cash- 
Journal.  The  total  of  the  General  Factory  Exiiense  column  (line  15)  is  tlien  distrib- 
uted  011  a percentage  ratio  (Avhich  in  this  case  is  9.21  per  cent. ) to  the  Total  Depart- 
ments’ Direct  Exjiense  (line  16).  When  this  proportion  of  the  general  factory  expense 
is  added  to  the  direct  charges  of  the  departments,  the  total  Factory  Cost  of  Depart- 
ments is  obtained  (line  18). 

The  General  Expenses  are  next  distributed,  as  shown  on  the  kSuniniary  of  Depart- 
ment Costs.  Tlie  Stock  Handling  and  Selling  colunins  are  totaled,  and  the  totals  are 
distributed,  respectively,  as  a jiercentage  ratio  to  the  Cost  of  Stock  Used  and  to  the 
Cost  of  Completed  Work.  This  has  been  illustrated  throughout  tlie  month’s  transac- 
tions  on  the  Individual  Job  Summary  (page  62)  and  in  the  entries  niade  in  the  Sales 
Register  (pages  17  and  18)  for  all  individual  Jobs  completed.  The  Shipping  column 
is  totaled  and  the  total  carried  into  the  General  Commercial  column.  As  shown  by  the 
tirst  Journal  entry  (page  14)  the  Shipping  and  Deliveries  account  (No.  31,  page  30) 
is  closed  into  the  General  and  Office  Expense  account  (No.  29,  page  29).  The  General 
Commercial  column  is  then  totaled  (line  31  ) and  this  total  amount  distributed  on  a 
percentage  ratio  (which  in  this  case  is  32.7  per  cent.)  to  the  Factory  Cost  of  Depart- 
ments (line  18).  After  this  distributiou  is  made,  the  Total  Cost  of  Departments  is  ob- 
tained (line  33).  The  arithmetical  accuracy  of  the  distributions  may  now  be  tested  by 
adding  to  the  sum  of  the  Total  Cost  of  Departments  the  Selling  exi)ense  and  the  Stock 
Handling  expense,  which  total  sliould  equal  the  sum  of  the  Total  column  (at  the  ex- 
treme left  of  the  Cost  Form  9-H). 

The  chargeable  hours,  as  shown  by  the  cost  records  (Standard  Cost  Finding 
forms  Nos.  5 and  6),  are  now  entered  on  the  Summary  of  Department  Cost  sheet  and 
the  Cost  per  Chargeable  Hour  (exclusive  of  Stock  Handling  and  Selling)  for  this 
month  is  obtained.  This  is  then  averaged  with  the  Total  Cost  Per  Chargeable  Hour 
for  the  preceding  eleven  months  to  get  the  average  hour  cost  to  be  used  during  the 
next  month.*  In  case  the  System  has  not  yet  been  in  Operation  for  a twelve  months’ 
])eriod,  this  average  cost  must,  of  course,  be  for  a shorter  period  of  time.  Oftentimes, 
due  to  considerable  changes  in  the  plant  expenses,  or  due  to  the  fact  that  the  Cost  Sys- 
tem has  been  in  Operation  for  a very  short  time  only,  it  is  necessary,  at  the  jndgment 
of  the  proprietor,  to  use  an  arbitrary  set-up  cost  rate  somewhat  above  the  average 
rate  shown  by  the  preceding  months. 

The  Departments  Factory  Cost  per  Chargeable  Hour  (line  37)  for  the  month  is 
obtained  by  dividing  the  Factory  Cost  of  Deiiartments  (line  18)  by  the  (diargeable 
hours  in  each  deiiartment  (line  34).  The  Total  Cost  Per  Chargeable  Hour  (imduding 
Stock  Handling  and  Selling)  is  obtained  by  distributing  on  a iiercentage  ratio  the 
Stock  Handling  and  Selling  Exjiense  to  tlie  Factoi-y  Dejiartments  (in  addition  to  fhe 
distributiou  of  General  Commercial  expense  already  made),  and  dividing  the  total  so 


* This  average  hour  cost  is  obtained  for  each  department  by  dividing  the  totai  cost  of  the  department  for  the  period 
(exclusive  of  stock  handling  and ‘selling)  by  the  total  productive  hours  of  the  period. 
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ol)taiiie(l  I»y  tlie  Chargeable  Hours  in  eat-li  (lepartnieiit.*  The  Total  Payroll  Hours  in 
each  (lepartnieiit  sliould  be  obtaiiied  from  tlie  Payroll  records  kept  in  connection  with 
tlie  Cost  System.  The  percentage  of  productive  time  (line  41)  is  then  obtaiiied  by 
dividinj»-  the  char<'eable  hours  in  each  department  (line  34)  by  the  total  Payroll  Hours 
(total  lioiirs  worked  by  band  producers  in  hand  departments,  and  total  possible  hours 
of  machines  in  machine  departments)  (line  40). 

This  Siimmary  of  Department  Cost  (or  Cost  Form  9-II)  furnishes  practically  all 
information  re<>arding  the  operating  portion  of  the  business  that  can  be  desired  by  the 
])roprietors.  As  will  be  seen  in  the  inaking  of  the  closing  entries  of  the  moiitli  (Cash- 
-Journal,  pages  13  and  14),  the  information  contained  on  this  Statement  is  iiiost  help- 
ful  and  furnishes  i)ractically  all  the  information  needed  in  making  the  charges  to  the 
varioiis  Factory  departments.  Or,  if  those  entries  are  made  first,  and  in  this  the 
individual  bookkeei)er  must  iise  his  own  discretion,  the  Cash-Journal  entries  furnish 
practically  all  information  necessary  for  preparing  the  Cost  Form  9-11.  In  fact,  if  to 
the  Total  Cost  of  each  operating  Department  (line  33)  is  added  the  opening  Provision 
for  Reserve  for  Overhead,  the  exact  tigure  is  obtaiiied  which  is  shown  in  the  Monthly 
Cost  column  on  the  Summary  of  Sales  for  the  Year  sheet  (page  50).  This  shows  con- 
cliisively  how  closely  the  Cost  Records  are  related  not  only  to  the  Books  of  Account 
but  to  tlie  Statistical  records  which  are  later  prepared  from  the  Books  of  Account  and 
from  tlie  entries  made  therein.  The  satisfactory  oi>eration  of  either  the  Cost  System 
or  the  A(‘couiiting  System  is  practically  impossilile  without  the  information  furnished 
by  the  other. 

7'r(ins(iction  No.  86 

The  Ceiiei  al  Factory  Fxpense  account  has  been  debited  !(j'2(K).00  for  wages  and  will 
be  debited  for  f31.20  of  sujiplies  aml  expense  when  the  total  of  the  General  Factory 
Fxjiense  column,  linder  “Factory  Ledger  Debits,”  is  posted.  This  total  amoiint,  f231.20, 
has  been  re-distriluited  to  the  Operating  departments  of  the  plant,  as  shown  on  Cost  i 
Form  9-11  (line  17 ).  This  was  done  on  a percentage  basis,  and  now  these  amoiints  ap-  ! 
(learing  on  Cost  Form  9-H  must  be  carried  by  joiirnal  eiitry  to  the  operating  accounts  '! 
in  the  Factory  Ledger.  ; 

The  amount  appearing  in  the  Factory  Accounts  credit  column  must  be  posted 
individually  to  the  credit  of  the  General  Factory  Expense  account  (No.  45,  page  33) 
in  oi-der  to  balance  that  account;  as  this  is  the  only  time  a credit  entry  is  made  to  any 
Factory  Ledger  account  when  expenses  are  distribiited  to  other  Factory  Ledger  accounts, 

110  credit  distribution  coliimns  are  provided.  All  credits  to  the  Factory  Ledger  accounts 
are  made  either  throiigh  the  Sales  Register  or  throiigh  the  Factory  Accounts  credit 
column  in  the  Cash-Journal  and  Purchase  Register. 

The  amount  appearing  in  the  Factory  Accounts  debit  column  siimmarizes  the  dis- 
tribution made  to  the  operating  accounts  in  the  special  colunins  linder  “Factory 
Accounts  Deliits.”  In  otlier  words,  this  debit  amount  simply  siimmarizes  in  total  the 
individual  charges  made  to  the  Factory  operating  accounts,  and,  as  explained  previ- 
ously,  is  simidy  a convenient  way  of  making  the  distribution  (see  page  3(i  of  Treatise). 
Tlds  distribution  may  always  be  takeii  from  the  Cost  Form  9-II.  In  fact  the  Cost 
Form  9-H  should  be  used  continually  in  the  making  of  these  closing  entries,  and  these 

♦ In  conforinity  with  previous  coraposite  Statements  of  cost  issued  by  the  United  Typothetae  of  America,  a gross 
honr  cost.  which  includes  Stock  Handling  and  Selling  expenses,  has  been  provided  (liuei39)  on  the  Summary  of  Depart- 
ment Cost  in  the  Demonstration  Book. 
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(listribution  entries  sliould  be  very  valuable  in  preparing  tlie  Cost  Form  9-11.  Both 
tbe  (lebit  and  credit  (•1231.20)  amounts  find  their  way  to  the  Work  in  Process  Con- 
trolling accoimt  (Xo.  6,  page  25)  tlirougli  tlie  totals  of  the  Factory  Accounts  colnmns. 

Transaction  No.  87 

Tbe  General  and  Office  Expense  account  (Xo.  29,  page  29)  must  next  be  closed. 
This  account  is  cbarged  for  -fShT.!!,  as  sliown  by  tbe  s}»ecial  debit  column  in  tlie  Casli- 
Journal  (page  11).  This  aniount  bas  been  distrilmted  on  Cost  Form  9-11  on  a per- 
centage  ratio  to  the  Factory  Cost  of  Departments.  Therefore,  tlie  amounts  iiiay  easily 
be  obtained  from  the  Cost  Form  9-II  for  debiting  the  Factory  Ledger  o])erating  ac- 
counts,  the  Work  in  Process  Controlling  account  (Xo.  0,  page  25),  and  for  crediting 
the  General  and  Office  Expense  account.  The  entry  appears  in  the  Cash-Journal  and 
Purchase  Kegister  (see  third  entry,  page  11). 

POSTING  THE  CASH-JOUKNAL  AND  PURCHASE  REGISTER 

This  completes  the  distribution  of  the  various  expenses  included  in  the  Cost  of 
Completed  IWirk  for  the  period.  You  may  therefore  jiost  the  books,  and  take  a trial 
balance  at  this  point.  All  colnmns  in  the  Cash-Journal  and  Purchase  Register  should 
be  totaled  (see  page  11),  and  the  debit  and  credit  amounts  proved  to  be  eipial,  as  pre- 
viously  explained. 

All  individual  items  supposedly  have  been  posted  during  the  month  to  the  respec- 
tive  accounts  in  the  General  or  Subsidiary  Ledgers.  The  items  include  (i)  all  amounts 
appearing  in  the  Accounts  Receivable  colunins,  which  should  have  been  posted  to  the 
iSales  Ledger,  (ii)  all  amounts  appearing  in  the  Accounts  Payable  colunins,  which 
should  have  been  posted  to  the  Purchase  Ledger,  (iii)  all  amounts  appearing  in  the 
Factory  Accounts  colnmns  (except  those  amounts  distributed  in  the  special  colnmns 
under  “Factory  Accounts  Debits”),  which  sliould  have  been  posted  to  the  Factory 
Ledger,  and  (iv)  all  amounts  appearing  in  tlie  General  Ledger  colnmns,  which  should 
have  been  posted  to  the  General  Ledger  accounts.  All  totals  of  the  special  colunins, 
after  the  book  bas  been  proven  in  balance,  should  be  posted  to  the  proper  accounts  in  the 
General  Ledger,  as  designated  by  the  column  headings.  The  totals  of  the  “Factory 
Accounts  Debits”  colnmns  will  be  posted,  of  course,  to  the  subsidiary  accounts  in  the 
Factory  Ledger. 

The  colnmns  appearing  under  “Bank”  are  Statistical  only,  and  therefore  no  post- 
ing  is  niade  of  these  colnmns.  A check  mark  (V)  should  be  placed  under  the  respec- 
tive  totals  to  show  that  the  amounts  are  not  to  be  posted.  The  totals  of  the  Gash  col- 
unins are  posted  to  the  debit  and  credit,  resjiectivel^^  of  the  Cash  (Bank)  account 
( Xo.  1,  page  24)  in  the  General  Ledger,  and  the  posting  figure  should  be  idaced  im- 
niediately  below  the  totals  in  the  respective  colnmns.  This  posting  figure  provides  an 
easy  and  ready  niethod  of  reference  in  case  the  bookkeeper  should  desire,  at  any  time 
in  the  future,  to  refer  to  these  amounts  that  have  been  carried  to  the  ledger  account. 
Siniilarly,  the  totals  of  all  the  colnmns  of  the  Cash-Journal  and  Purchase  Register 
should  be  posted  to  the  accounts  named  and  to  the  debit  or  credit  of  the  account,  as 
designated,  an  exception  being  made  in  the  case  of  the  totals  of  the  General  Ledger 
colnmns.  All  items  appearing  in  these  colnmns,  both  debit  and  credit,  have  been 
posted  individually  to  the  projier  accounts  in  the  General  Ledger  and  thei-efore  the 
totals  of  the  colunins  should  not  be  posted.  Tbese  colunins  are  totaled  only  to  assist 
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in  proving  tlie  arithmetical  accnracy  of  the  book,  and  not  for  posting  purposes.  A 
clieck  mark  (V),  ns  illnstrated,  sliould  be  placed  ander  eacli  of  tliese  totals. 

Wlien  all  of  tliese  colnmns  liave  beeu  posted,  all  entries  appearing  in  the  Books 
of  Original  Entry  will  liave  been  posted  to  the  General  and  Subsidiary  Ledgers;  tliere- 
fore,  the  aeconnts  in  the  General  Ledger  tliat  are  now  in  balance  may  be  mied  iip. 
These  aeconnts  are  the  Light  aecount  (No.  2h,  page  29),  Power  acconnt  (No.  27, 
page  29),  Kent  and  Heat  (No.  28,  page  29),  General  and  Oftiee  Expense  (No.  29, 
page  29),  Salaries  (No.  110,  page  29),  !8hipping  and  Deliveries  (No.  31,  page  30)  and 
Advertising  (No.  32,  page  30).  The  reason  tliese  aeconnts  balance  is  becanse  they 
have  been  distribnted  over  the  Factory  operating  aeconnts,  or  liave  been  closed  into  the 
Selling  Expense  acconnt. 

If  a Trial  Balance  of  “differences”  is  now  prepared,  it  will  appear  as  shown  on 
page  40.  This  Trial  Balance  shows  that  the  trading  aeconnts  of  the  bnsiness  have  not 
yet  been  closed,  bnt  that  all  of  the  mannfaetnring  aeconnts,  or  all  aeconnts  atfecting 
niannfaetnring  costs  in  any  way,  with  the  excejition  of  the  \Vork  in  l’rocess  acconnt 
(No.  0,  page  25),  have  been  closed,  or  adjusted. 

As  no  additional  entries  will  be  made  to  any  of  the  aeconnts  in  the  Purchase 
Ledger,  or  in  the  Sales  Ledger,  all  the  aeconnts  appearing  in  those  two  snbsidiai\y  books 
inay  be  mied  np,  in  case  the  aeconnts  balance,  or  inay  be  balanced,  and  the  balauces 
will  be  carried  down  as  the  credit  or  debit  balances  to  the  followiiig  period.  The 
aeconnts  will  appear  as  shown  final  ly  in  the  Ihirchase  Ledger  (pages  36  and  37)  and  in 
the  Sales  Ledger  (pages  38  and  39).  In  the  case  of  the  Sales  Ledger,  it  is  possible  that 
there  may  be  other  adjnstments,  for  sonie  of  the  aeconnts  may  be  cousidered  as  nncol- 
lectible  and  may  be  written  off  to  the  Allowance  for  Bad  Debts  acconnt  (No.  20,  page 
27);  in  case  other  liabilities  are  discovered,  adjnstments  will  similarly  be  uecessary  in 
the  Purchase  Ledger. 

In  the  case  of  Don  Qnixote’s  acconnt,  a qnestion  may  arise  in  the  bookkeeper’s 
mind  as  to  whether  it  shonld  be  written  off  or  not,  bnt,  as  no  report  bas  yet  beeu 
received  froin  the  attorney  into  whose  hauds  the  acconnt  was  placed  for  Collection  on 
December  tifteenth  (see  memorandnm,  bottom  of  page  10),  the  acconnt  is  left  oii  the 
books  in  the  hope  that  it  possibly  may  yet  be  collected.  If  the  acconnt  proves  to  be 
nncollectible,  the  Allowance  for  Bad  Debts  acconnt  (No.  20,  page  27)  shonld  be  deb- 
ited  and  the  .\cconuts  Keceivable  acconnt  (No.  3,  page  24)  and  Don  Qnixote’s  acconnt 
( No.  73,  page  39)  shonld  be  credited.  This  Avonld  balance  the  cnstomer’s  acconnt  and 
Show  it  110  longer  as  an  asset  of  the  bnsiness.  ln  the  detailed  schednle  of  Aeconnts 
Keceivable,  it  is  oftentimes  desirable  to  sho\v  sejiarately  the  past  dne  and  donbtfnl  cns- 
toiners’  aeconnts. 

As  tliese  i8nbsidiary  Ledgers  are  balanced  ont  as  of  the  dose  of  the  period,  the 
res])ective  abstracts  may.  be  prepared  as  shown  for  the  Purchase  Ledger  and  for  the 
Sales  L(‘dger,  respectively,  on  page  41  of  the  Demonstration  Book.  When  the  Aeconnts 
Keceivable  and  Aeconnts  Payable  aeconnts  in  the  General  Ledger  are  balanced,  the 
balances  of  those  aeconnts  will  be  in  agreement  with  the  total  of  the  Abstract  of 
Sales  Ledger  and  with  the  total  of  the  Abstract  of  the  Purchase  Ledger,  respectively. 
In  fact,  the  Trial  Balance  on  page  40  shows  that  the  respective  Controlling  aeconnts 
nre  in  agreement  with  the  snbsidiary  ledger  abstracts. 
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COMPUTING  THE  WORK  IN  PROCESS 

The  uext  thing  the  bookkeeper  must  do  is  to  coiupute  tlie  Work  in  Process  in  the 
various  departnients  of  the  plant.  Reference  to  tlie  Order  Book  (page  47)  and  to  the 
Individual  Job  Sunimary  binder  shows  that  Job  Nos.  1087,  1(590,  1691,  and  1692  are  in 
process  of  manufacture,  but  have  not  yet  been  coinpleted  and  billed  to  the  custohiers. 
The  bookkeeper  must  take  these  incompleted  Individual  Job  Summaries,  therefore,  and 
compute  from  (hem  the  number  of  hours  of  work  done  in  each  of  the  operating  depart- 
ments  of  the  plant.  The  total  number  of  houi-s  of  work  done  in  each  of  these  oi)erating 
departnients,  as  shown  by  all  of  the  iucomjileted  Job  Summaries,  multiiilied  by  the 
set-up  or  used  hour  rate  in  the  respective  departnients,  is  the  Work  in  Process  in  th(‘ 
several  departnients.  Thus,  the  number  of  hours  of  work  done  in  the  Hand  (’onijiosi- 
(ion  dejiartment,  niultijdied  by  the  used  hour  rate  as  shown  by  the  Post  Form  9-II  ]»re- 
pared  as  of  November  thirtieth,  Avill  give  the  Work  in  Process  item  of  .|417.2().  The 
sanie  jirocedure  for  each  operating  department  will  give  the  Work  in  Process  for  the 
respective  departnients. 

In  the  case  of  paper  and  other  direct  materials,  each  iucom])leted  Individual  Joh 
Summary  should  record  the  cost  of  jiaper  and  other  materials  requisitioned  to  date  for 
use  011  that  Job.  These  materials  should  be  entered  on  the  Individual  Job^Siimmary  at 
the  date  they  are  reijiiisitioned  from  the  materials’  stock,  as  illustrated  on  the  Indi- 
vidual Job  Summary  (page  62)  in  the  section  for  “Stock  and  Miscellaneoiis  Piir- 
chases.” 

These  amoiints  of  Work  in  Process  should  then  be  carried  directly  to  the  various 
Factory  accoiints.  Many  bookkeepers  prefer  to  write  in  these  inventory  itenis,  or  bal- 
ances,  in  red  ink.  There  is  no  objection  in  doing  this,  though  there  is  no  particiilar 
reason  for  doing  it  that  way.  The  total  of  these  tvork  in  process  amoiints,  which  will  be 
shown  as  the  balance  of  the  Factory  Ledger  accoiints  on  the  Abstract  of  the  Factory 
Ledger  (page  41),  becaiise  this  work  in  process  for  eadi  department  actiially  represents 
the  balance  apiiearing  in  the  respective  siibsidiary  accoiints  at  the  end  of  the  iiionth, 
amoiints  to  $1,768.88.  This  ainount,  which  is  the  total  work  in  jirocess  at  the  end  of 
December,  should  be  carried  directly  to  the  Work  in  Process  accoiint  ( No.  6,  page  25) 
in  the  General  Ledger  as  the  total  work  in  process  of  the  plant.  This  represents,  in 
reality,  the  adjiisted  balance  of  the  Work  in  Process  accoiint  carried  forward  to  the 
next  jieriod  (as  is  also  the  case  for  the  siibsidiary  accoiints  in  the  Factory  Ledger)  ; 
it  is  not,  obviously,  a part  of  a journal  entry — the  Journal  entry  really  consisting  of  the 
adjiistments  necessary  to  leave  this  amount  as  the  balance  of  the  Work  in  Process 
accoiint. 


RALANCTNG  THE  FACTORY  LEDGER  ACCOUNTS 

Tiirning  again  to  the  Factory  accoiints,  the  bookkeeper  should  now  ascertain  if 
the  debit  and  the  credit  sides  of  the  accoiints  are  in  balance.  This  condition  is  foiiud  to 
exist  for  all  of  the  Materials  Direct  accoiints  appeariiig  on  page  82  in  the  Demonstra- 
tion Book.  These  accoiints  should,  therefore,  be  mied  iip  and  the  Work  in  Process 
amoiints  carried  down  to  the  debit  side  of  the  accoiints  as  the  work  in  process  at  the 
beginning  of  the  new  nioiith.  It  is  obvious,  undoiibtedly,  why  these  amoiints  are 
brought  down  on  the  debit  side  of  the  accoiints.  Take  the  Paper  Direct  accoiint  (No. 
41,  page  82)  for  specific  illiistration.  On  the  debit  side  of  the  accoiint  apjiear  itenis 
aniountiug  to  $8,249.86,  and  on  the  credit  side  of  the  accoiint  is  the  Gost  of  Gomphded 
Work  item  of  $2,799.86;  now,  if  this  total  credit  were  deducted  from  the  total  debits  to 
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tlie  accouiit  tliei'e  woiild  be  a balance  oii  tbe  debit  side  of  -fdoO.OO.  It  is  tliis  balance, 
01-  excess  of  tbe  debit  side  of  tlie  accomit,  wliicdi  is  really  the  ^yol•k  in  Process,  and 
wliicli  is  bi  ougiit  down  on  the  debit  side  of  tlie  acconnt  as  the  balance  can-ied  forward  to 
the  following  iiionth.  As  shown  in  the  ledger  acconnt,  the  work  in  process  is  placed 
ürst  (oftentimes  and  by  inaiiy  bookkeepers  in  red  ink j on  the  credit  side  of  the  ac- 
count  to  balance  the  acconnt,  the  amonnt  then  being  carried  down  as  the  balance 
to  the  new  period.  Siinilar  procednre  with  each  of  the  Material  Direct  acconnts 
will  bring  tliein  into  balance  for  Deceniber,  and  Avill  show  the  iin^entories  carried  down 
to  the  new  period.  As  previonsly  explained,  in  practice  a reserve  for  overhead  adjnst- 
nient  will  nsnally  be  fonnd  necessary  for  inaterials  as  Avell  as  for  the  plant  operating 
acconnts.  The  General  Factory  Expense  acconnt  (No.  45,  page  33)  is  already  in  bal- 
ance. This  acconnt  slionld  be  mied  np. 

The  Stock  Handling  Expense  acconnt  (No.  46,  page  33)  lacks  |13.82  of  being  in 
balance.  The  iteins  ajipearing  on  the  debit  side  of  the  acconnt  are  |13.82  larger  than 
the  Cost  of  Coinpleted  AVork  and  AVork  in  Proce.ss  appearing  on  the  credit  side  of  the 
acconnt.  This  nieans  that  the  costs  charged  on  the  Individual  Job  Snininaries  to  cns- 
toniers  for  the  nionth  failed  to  absorb  the  actnal  expenses  of  the  month ; the  difference, 
113.82,  ninst  be  credited  to  the  acconnt  in  order  that  it  niay  be  balanced.  This  is  the 
Keserve  for  Gverhead  adjnstinent  and  the  amonnt  will  be  debited  to  the  Reserve  for 
Overhead  acconnt  (No.  23,  page  28)  and  credited  to  the  AA^ork  in  Process  acconnt  (No. 
6,  jiage  25)  and  to  the  Stock  Handling  Plxpense  acconnt  (No.  46,  page  33).  In  fact,  if 
a jonrnal  entry  were  to  be  made  to  adjnst  this  acconnt  alone,  it  Avonld  show  the  credit 
made  to  both  the  snbsidiary  acconnt  in  the  Factory  Ledger  and  to  the  Controlling  ac- 
connt in  the  General  Ledger,  viz. : 


Keserve  for  Overhead 

j AA'ork  in  Process 
^ ] Stock  Handling  Expense 


13.82 


13.82 


IIoAvever,  an  entry  will  not  be  made  for  each  acconnt  separately,  bnt  the  adjnstinent 
will  be  made  in  one  entry  for  all  of  the  snbsidiary  acconnts  aiipearing  in  the  Factory 
Ledgei'.  The  bookkeeper  shonld  jot  down  on  a Avorking  sheet,  or  ordinary  sheet  of 
jonrnal  jiajier,  the  .|13.82  credit  to  be  made  to  the  Stock  Handling  Expense  to  adjnst 
that  acconnt. 

FolloAving  the  same  procednre  for  the  Hand  Composition  acconnt  (No.  47,  page  33) 
it  Avill  be  fonnd  that  a credit  adjnstinent  of  |17.42  mnst  be  made  to  this  acconnt  for 
Keserve  for  ÖA'erhead.  In  other  Avords,  the  charges  made  to  cnstoniers  for  Avork  done 
in  the  Hand  Composition  Department  failed  by  |17.42  to  absorb  the  actnal  expemses  of 
that  department  for  the  nionth.  That  is  exactly  Avhat  a credit  adjnstinent  nieans,  and 
the  bookkeeper  Avill  soon  become  so  familiär  Avith  these  Keserve  for  Overhead  adjnst- 
ments  that  he  Avill  instantly  realize  that  a credit  adjnstinent  nieans  an  nnder-charge  to 
Customers  for  the  department  as  a Avhole,  and  a debit  adjnstinent  an  over-charge  to  Cus- 
tomers. This  ])rocednre  Avill  be  continned  for  each  of  the  operating  departments,  the 
bookkeeper  determining  for  each  one  Avhether  any  adjnstinent  need  be  made,  and,  if 
so,  Avhether  the  adjnstinent  need  be  on  the  debit  side  of  the  acconnt  or  on  the  credit  side 
of  the  acconnt.  Mechanically  speaking,  all  the  bookkeeper  need  do  is  to  add  np  the 
debits  and  the  credits  appearing  in  each  acconnt  after  the  AAhnk  in  Process  item  has 
beeil  written  in  the  acconnt  and  take  the  difference  betAA^een  these  totals  as  a Keserve 
for  Overhead  adjnstinent  to  the  respective  acconnts.  The  adjnstnient,  obAnonsly,  mnst 
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go  on  tlie  smaller  side  of  tlie  account,  so  it  is  perfectly  simple  to  determine  wliether 
it  is  to  be  a debit  amount  or  a credit  amoiint. 

Upon  the  completiou  of  tliis  deterniinatiou  of  the  reserve  for  overliead  adjustments 
for  the  various  Factory  Ledger  accounts,  the  bookkeeper  will  make  an  entry  in  the 
Cash- Journal  and  Purchase  Register  siniilar  to  that  shown  on  page  14  (fourth  entry). 
As  shown  here,  the  Job  Press  and  Medium  Cylinder  Press  departments  have  debit 
adjustments,  while  the  other  operating  departments  all  have  credit  adjustments.  The 
net  difference  is  a debit  to  the  Reserve  for  Overliead  account  of  .|109.03.  The  total 
of  the  items  appearing  in  the  Factory  accounts  columns  as  debits  and  as  credits,  respec- 
tively,  to  the  various  departments  will  be  posted  to  the  Work  in  Process  account  (No. 
6,  page  25).  If  it  were  desired  to  show  only  the  net  results,  the  difference  between  the 
total  of  the  debits  and  the  total  of  the  credits,  or  |109.03,  could  be  posted  to  the 
Work  in  Process  account,  but  if  that  were  done  the  Controlling  account  would  not 
eiitirely  summarize  the  transactions  affecting  the  subsidiary  accounts  in  the  Factory 
Ledger.  Therefore,  the  |38.87,  representing  the  sum  of  the  debit  adjustments  is  posted 
to  the  debit  of  the  Work  in  Process  account  (No.  6,  page  25),  while  the  |147.90  repre- 
senting the  sum  of  the  credit  adjustments  to  the  various  accounts  is  posted  to  the 
credit  of  the  Work  in  Process  account.  As  stated  above,  the  difference  between  the  total 
of  the  debits  and  the  total  of  the  credits,  or  |109.03,  is  debited  to  the  Reserve  for  Over- 
head  account.  This  means  that  in  all  of  the  departments  of  the  plant  the  amounts 
charged  to  customers  for  work  done  failed  by  $109.03  of  absorbing  the  actual  costs  of  the 
operating  departments  for  the  month. 

The  bookkeeper  will  observe  that  all  of  these  ad  justment  items,  both  debit  and 
credit,  are  entered  individually  in  the  Factory  Accounts  columns.  In  this  case  it  is  more 
convenient  to  enter  them  as  illustrated  in  the  Cash-Journal  (page  14),  for  no  other  items 
remain  to  be  posted  to  the  subsidiary  accounts,  and,  in  addition,  the  special  columns 
under  “Factory  Ledger  Debits”  can  be-  used  only  for  debits  to  the  subsidiary  accounts, 
while  in  this  case  seven  out  of  the  nine  items  are  credits  to  the  respective  operating 
accounts.  Therefore,  the  subsidiary  accounts  must  be  debited  and  credited  through  the 
Controlling  account  columns,  just  as  items  affecting  the  Sales  and  Purchase  Ledgers  are 
posted  in  detail  through  the  Accounts  Receivable  and  Accounts  Payable  columns, 
respectively. 

Having  posted  this  entry  the  bookkeeper  is  now  ready  to  rule  up  all  of  the  acconnts 
in  the  Factory  Ledger,  and  to  bring  down  as  the  balance  to  the  new  period  the  Work 
in  Process  in  the  various  departments.  As  previously  explained,  all  of  these  items 
will  be  brought  down  to  the  debit  side  of  the  respective  accounts  and  will  represent 
assets  of  the  business  at  the  beginning  of  the  next  month.  The  Factory  Ledger  will 
now  appear  as  shown  in  the  Demonstration  Book  (pages  32  to  35,  inclusive) . 

THE  CLOSING  .JOURNAL  ENTRIES 

The  bookkeeper  is  now  ready  to  make  the  closing  journal  entries  for  the  month. 
Reference  to  the  Trial  Balance  (page  40)  shows  that  certain  of  the  trading  accounts 
yet  remain  to  be  closed.  The  first  entry  to  be  made  (although  there  is  no  absolute  right 
or  wroug  Order  in  making  these  closing  entries)  is  to  dose  the  Sales  Allowances  and  Dis- 
counts account  into  the  Sales  account.  This  is  accomplished  by  the  first  Closing  Entry 
shown  (page  14).  After  this  entry  is  posted  (which  shouhl  be  done  at  once),  Ibe 
Sales  account  shows  the  net  sales  of  the  month.  The  only  advantage  of  carrying  the 
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separate  acconnt  for  Sales  Allowances  and  Disconnts  is  to  be  able  to  see  at  a glance 
tlie  total  gross  sales,  and  the  aggregate  of  this  deduetioii  t'roiri  tlie  gross  sales  of  the 
nionth.  The  net  sales  shonld  be  closed  next  into  the  Trading  acconnt;  this  is  acconi- 
plished  by  the  second  closing  entry  shown.  This  entry  sliould  be  posted  as  soon  as 
niade,  thns  balancing  the  Sales  acconnt. 

The  Trading  acconnt  may  now  be  closed  into  the  Löss  and  Gain  acconnt.  This 
wonld  Show  the  gross  trading  profit  close;l  into  the  Löss  and  Gain  acconnt.  IIow- 
ever,  the  next  thing  to  be  done  here  is  to  dose  the  Selling  Expense  to  the  Löss  and 
Gain  acconnt.  The  selling  exi)enses  of  the  month  are  now  recorded  in  two  acconnts; 
llie  Selling  Charges  acconnt  (No.  dd,  pagedO)  recording  the  amonnt  of  selling  expense 
actnally  absorbed  by  individnal  Jobs,  while  tlie  Selling  Expense  acconnt  (No.  d4,  page 
dO)  records  the  nnabsorbed  or  over-absorbed  portion  of  the  actnal  expense  of  the  month. 
The  third  closing  entry  balances  the  two  selling  expense  acconnts.  Fonr  additional 
acconnts  yet  remain  to  be  closed:  the  Trading  acconnt,  Disconnts  on  Pnrchases,  Inter- 
est Income,  and  Interest  Expense.  The  fonrth  closiug  entry  for  the  month  shows  these 
acconnts  closed  into  the  Löss  and  Gain  acconnt.  The  posting  of  these  fonr  closing 
entries,  each  of  which  shonld  be  posted  as  soon  as  the  entry  is  made  to  assnre  of  no 
error  in  the  final  closing,  closes  all  of  tlie  revenne  acconnts  shown  in  the  General 
Ledger.  This  last  entry  may  be  divided  to  make  a separate  entry  for  closing  the  Trad- 
ing acconnt. 

As  this  is  the  end  of  the  fiscal  year,  certain  other  entries  may  be  necessary.  Eor 
instance,  the  balance  of  the  Liability  for  Taxes  acconnt,  as  explained  previonsly  (see 
])age  4d  of  Treatise),  shonld  be  closed  at  the  end  of  the  year  to  Löss  and  Gain.  This 
is  trne  also  of  the  Interest  on  Plant  Investnn^nt  acconnt,  and  so  an  entry  “for  the  year” 
is  made  which  closes  these  two  acconnts  into  the  Löss  and  Gain  acconnt. 

In  case  dividends  are  declared  an  entry  debiting  Löss  and  Gain  acconnt  and  cred- 
iting  Dividends  acconnt  (giving  the  nnmber  of  the  dividend  declared)  shonld  be  made. 
A similar  entry,  at  the  dose  of  the  fiscal  pei-iod,  closing  the  balance  of  the  Löss  and 
Gain  acconnt  into  the  Snrplns  acconnt,  probably  wonld  be  recorded  in  the  books.  In- 
asninch  as  the  iiossibility  of  declaring  dividends  has  not  been  taken  into  consideration 
here,  the  Löss  and  Gain  balance  has  not  been  closed  into  the  Snrplns  acconnt  bnt  has 
been  left  on  the  Ledger  as  a balance  in  that  acconnt  (No.  17,  page  27). 

BALANCING  THE  GENERAL  LEDGER  ACCOUNTS 

All  of  the  entries  of  the  period  having  been  made  in  the  Books  of  Entry,  the  book- 
keeper  is  now  ready  to  rnle  np  the  acconnts  in  the  General  Ledger.  Certain  of  the 
acconnts,  namely,  Nos.  1 to  24,  inclusive  (except  Nos.  19  and  22),  will  show  balances 
to  be  carried  forward  to  the  following  period.  The  remaining  acconnts  (Nos.  25  to  40 
and  Nos.  19  and  22)  shonld  be  in  balance,  and  shonld  show  no  balance  to  be  carried 
forward  to  the  new  period.  Upon  the  comj)letion  of  balancing  and  of  rnling  np  the 
ledger  acconnts,  the  bookkeeper’s  work  in  the  actnal  Books  of  Entry  has  been  com- 
l)leted,  and  he  is  ready  to  record  the  transactions  of  the  following  month.  Ilowever, 
there  yet  remains  the  preparation  of  the  Financial  Statements  of  the  nionth,  and  these 
t he  bookkeeper  mnst  now  proceed  to  prepare. 

PREPARATION  OF  STATEMENTS 

The  Statement  of  Factory  Operations  (page  43)  shonld  be  prepared  first.  The 
information  for  the  preparation  of  this  Statement  will  be  obtained  from  the  acconnts  in 
the  Factory  Ledger  (see  pages  32  to  35,  inclnsive). 
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First,  tlie  month’s  cost  of  materials  requisitioned  slioukl  be  obtained  from  tbe  Ma- 
terial Direct  aceoniits  (page  32).  It  will  be  observed  by  tbe  bookkeeper  tbat  tbe  work 
in  process  for  tbe  Factory  accounts  is  not  recorded  for  eaeh  account  oii  tbe  Statement  of 
Factory  Operations,  bnt  tbat  tbe  Inventory  of  Work  in  Process,  botli  at  tbe  l)eginning 
and  at  tbe  dose  of  tbe  montb,  is  recorded  in  total  near  tbe  dose  of  tlie  Operating  State- 
ment. It  is  nnnecessary  bere  to  follow  tbrougb  in  detail  tbe  preparation  of  tlie  State- 
ment of  Factory  Operations.  Tbe  reader,  by  comparing  tlie  fignres  sbown  on  tbe 
Statement  witb  tbe  fignres  sbown  in  tbe  respective  snbsidiary  acconnts,  sbonld  bave 
110  trouble  in  bnilding  np  a similar  Statement  from  bis  own  bnsiness. 

In  tbe  material  acconnts  tbe  total  costs  of  tbe  montb  are  represented  by  tbe  reqnisi- 
tions  of  tbe  montb.  In  case  tbe  material  acconnts  sbowed  reserve  for  overbead  adjnst- 
nients,  tbe  debit  adjustment  wonld  necessarily  be  added  to,  or  tbe  credit  adjnstment 
deducted  from,  tbe  material  reqnisitions  in  order  to  arrive  at  tbe  ebarged  cost  of  tbe 
period.  In  case  of  sueb  reserve  for  overbead  adjnstments  tbe  materials  acconnts  sbonld 
sbow  011  tbe  Statement  of  Factory  Operations  tbese  adjnstments  in  tbe  same  way  as 
sbown  for  tbe  Stock  Handling  Expense  and  for  tbe  several  operating  departments.  Tbe 
reason  for  sbowing  tbe  Reserve  for  Overbead  adjnstment  in  eacb  case  bas  been  explained 
previoiisly  (see  page  58  of  Treatise).  In  tbe  operating  departments  tbe  total  ebarges  of 
tbe  montb  are  represented  by  tbe  total  debits  in  tbe  respective  acconnts  as  sbown  by  tbe 
Factory  Ledger,  minus  tbe  opening  inventory.  In  no  case,  obvioiisly,  is  eitber  tbe  debit 
or  credit  closing  adjustment  to  Reserve  for  Overbead  to  be  considered  in  arriving  at 
tbe  departments’  actiial  cost  for  tbe  montb.  Tbe  reserve  for  overbead  adjnstment  is 
tben  added  to,  or  deducted  from,  tbe  actual  expenses  of  tbe  montb  to  arrive  at  tbe  total 
ebarged  cost  in  tbe  varions  departments;  tbis  adjiistment  is  sbown,  as  illustrated,  on  tbe 
Statement  of  Factory  Operations.  By  sbowing  tbe  reserve  for  overbead  adjustment 
for  eacb  material  and  for  eacb  operating  department,  tbe  Statement  defiuitely  sbows 
wbetber  tbe  used  bour  cost  bas  been  too  bigb  or  too  low  to  absorb  tbe  actual  expenses 
of  tbe  period.  Tbis  is  exactly  wbat  tbe  statenient  sbonld  sbow  tbe  proprietor.  After 
obtaining  tbe  total  cost  for  tbe  montb  of  material,  labor,  and  overbead,  tbe  opening  in- 
veutory  of  work  in  process  is  added  to  tbis  amoiiiit.  From  tbe  siiiii  so  obtained  is 
deducted  tbe  closiug  work  in  process.  Tbe  resiilt  i^  tbe  Cost  of  Completed  Work  for 
tbe  period. 

If  several  kinds  of  work  bave  been  done  during  tbe  montb,  tbat  is,  completed  work 
for  Customers,  manufactured  stock,  office  supplies,  advertising  siipplies,  and  perluijis 
factory  departmental  materials,  an  analysis  of  tbe  completed  work  niay  be  added  to  tlie 
statenient  of  Factory  Operations,  viz. : 


Cost  of  Completed  Work 
Represented  by : 

Cost  of  Sales 
Cost  of  Mfg.  Stock 
Office  Supplies  . 


. 10,513.99 


|5,988.G0 

470.29 

85.10 


As  sbown  in  tbe  Demonstration  Book,  tbe  total  cost  of  completed  work  (.f 0,543.99)  rep- 
resents  tbe  ‘‘cost  of  sales”  because  uo  work  bas  been  done  on  niauufactiired  stock  or  for 
tbe  Office.  Tbe  above  illiistration,  tberefore,  is  only  to  sbow  tbe  bookkeeper  hoto  tbe 
analysis  sbould  be  inade.  In  tbe  above  illiistration,  tbe  “cost  of  manufactured  stock” 
item  woiild  not  appear  in  tbe  Income  Statement.  Ilaving  completed  tbe  Stateimuil  of 
Factory  Operations,  tbe  bookkeeper  will  next  prepare  tbe  Income  Statement. 
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TUE  INCOME  STATEMENT 

Turning  to  tlie  Sales  accoimt  (No.  36,  page  31)  in  tlie  General  Ledger,  the  gros.s 
sales  niay  be  obtaiiied.  This  account  also  shows,  as  a result  of  the  closing  journal 
entries,  the  total  Sales  Allowances  and  Discounts.  Tlie  balance  to  this  account  in  the 
General  Ledger  is  the  net  sales  of  the  period. 

In  case  any  special  sales  (account  No.  37,  page  31)  or  sales  of  salvage  have  been 
inade  during  the  inoiith,  these  are  added  to  the  net  sales  to  ascertain  the  net  gross  reve- 
nue  of  the  i)eriod.  From  this  amount  is  deducted  the  cost  of  sales  (not  necessarily 
the  entire  cost  of  conipleted  work  done),  as  just  exi)lained  for  the  Statement  of  Factory 
Ol)erations,  to  obtain  the  Gross  Profit  on  Trading.  From  this  amount  the  bookkeei)er 
will  deduct  the  Selling  Kxpense  of  the  molith.  As  shown  on  the  illustrative  State- 
ment (page  11),  it  is  well  to  show  separately  the  amount  of  the  selling  expense  absorbed 
by  individual  Jobs,  and  the  unabsorbed  or  over-absorbed  amount.  The  net  selling  expense 
of  the  period  is  earried  into  the  Current  Month  column.  Deducting  this  total  selling 
expense  from  the  Gross  Profit  on  Trading,  the  Net  Operating  Profit  of  the  month  is 
obtained.  If  liiere  are  no  other  itenis  of  income  or  of  expense  this  amount  is  also  the 
net  probt  of  the  period.  However,  in  case  other  items  of  expense  or  of  income  do  e.xist, 
the  income  sliould  be  added  and  the  expense  deducted  from  the  net  operating  probt  to 
obtain  the  Net  Probt  of  the  month. 

The  net  probt,  as  shown  by  the  Income  Statement,  should  agree  with  the  net 
change,  aside  from  adjustments  made  for  annual  closing  entries,  etc;,  in  the  Löss  and 
Gaimaccount  (No.  17,  page  27).  The  bookkeeper  may  show  an  adjusting  statenient  for 
the  Löss  and  Gain  account,  and  it  would  seem  always  desirable  to  do  this.  Such  a 
Statement  appears  appended  to  the  Income  Statement  (page  11),  and  is  as  follows  for 
the  month’s  transactions  shown : 


Löss  and  Gain  Account 

Palance,  December  1,  19 — • « • • • • • • • • • -11,615. 65 

Adjustments  by  addition : 

Reserve  for  Interest  on  Plant  Investment  ......  2,100.00 

Liability  of  Taxes  unabsorbed  balance 31.07 

17,076.72 

Add:  Net  Probt  for  month  ending  December  31,  19—  .....  1,062.05 

Ralance,  December  31,  19 — ........  fS,138.77 


TUE  BALANCE  SHEET 

The  Ralance  Sheet  (page  15)  should  noAv  be  jirepared.  All  open  accounts  appear- 
ing  in  the  General  Leilger  must  be  included  on  this  balance  slieet,  for  these  open 
accounts  re])resent  the  jiresent  Status  of  the  liusiness.  As  shown  on  the  model  form, 
the  bookkeeper  should  always  group  the  assets  together  to  show  (i)  the  current  or 
licpiid  assets,  which  are  those  assets  to  be  converted  into  cash  in  the  ordinary  course 
of  t)usiness,  ( ii ) the  bxed  investment  in  the  machinery  and  e(iuipment,  and  (iii)  any 
items  of  prepaid  expense  which  are  usually  shown  as  deferred  assets. 
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It  will  be  observed  tliat  tlie  Allowaiice  for  Rad  Debts  (No.  20,  page  27)  and  tlie 
Allowance  for  Depreciatiou  (No.  21,  page  28),  wldcli  accounts  stand  on  tlie  General 
Ledger  witli  credit  balances,  are  deducted  froni  the  Accounts  Keceivable  and  froni  the 
Machinery  and  E(|uipnient  accounts,  respectively,  in  order  to  sliow  those  assets  at  the 
net  book  value.  From  the  total  of  the  assets  so  obtained  is  deducted  the  total  liabili- 
ties  and  reserves  recorded  on  the  books.  The  current  liabilities  should  be  grouped  sep- 
arately,  and  the  total  shown  for  coniparison  with  the  total  current  assets  of  the  busi- 
ness.  The  relation  of  the  current  assets  to  the  current  liabilities  is  most  important 
for  credit  purposes,  for  it  is  the  ability  of  the  business  to  pay  its  operating  debts  in 
the  ordinary  course  of  business  which  determines  whether  the  business  can  long  con- 
tinue  in  Operation.  Roth  the  Reserve  for  Overhead  and  the  Reserve  for  Spoilage  are 
provisions  for  anticipated  or  jiossible  losses.  Rut  until  those  losses  actually  occur  these 
accounts  represent  real  surplus;  however,  as  every  business  knows  these  losses  will 
occur,  it  would  not  be  conservative  to  show  these  amounts  as  a part  of  the  proprie- 
torship.  The  credits  to  these  accounts  should  not  be  permitted  to  increase  indefi- 
nitely  and  any  amount  in  either  account  over  a fair  reserve  to  be  kept  should  be  closed 
to  the  Löss  and  Gain  account,  and  any  deficiency  should  be  made  up  from  it. 

The  total  of  the  Liabilities  and  Reserves  is  deducted  from  the  net  Assets  to  deter- 
niine  the  real  proiirietorship  of  the  business.  This  is  the  fundamental  equation  at  the 
beginning  of  the  Treatise,  namely,  ^‘Assets  minus  Liabilities  equals  Proprietorship.” 
As  there  explained,  this  proprietorship  in  actual  business  is  composed  usually  of  several 
items ; so  here  this  excess  of  assets,  or  the  proprietorship,  is  rejiresented  by  the  Capital 
Stock,  the  Surplus,  and  the  Löss  and  Gain  balances  appearing  in  the  General  Ledger. 

U])on  the  completion  of  these  three  Statements,  namely,  the  Statement  of  Factory 
Operations,  the  Income  Statement,  and  the  Ralance  Sheet,  the  bookkeeper  bas  informa- 
tion  to  jiresent  to  the  proprietor,  or  to  the  manager  of  the  business,  which  is  worth 
an  untold  amount  as  an  aid  in  the  management  of  tlie  Company.  Therefore,  the  book- 
keeper should  prepare  these  statenients  as  carefully  and  as  legibly,  and  with  tlie  various 
accounts  as  correctly  grouped,  as  it  is  possible  to  do. 


THE  SUMMARY  OF  SALES 

The  only  thing  remaining  to  be  done  on  the  transactions  of  the  December  month 
is  to  record  on  the  Summary  of  Sales  for  the  Year  (page  50)  the  cost  of  work  done  and 
the  sales  for  the  various  departments,  and  the  gain  or  loss  for  each  material  and  for 
each  operating  department  for  the  month.  All  of  the  costs  for  this  Summary  will  be 
obtained  from  the  several  accounts  in  the  Factory  Ledger.  The  opening  inventories,  as 
shown  by  the  various  accounts,  will  be  entered  in  the  Opening  Inventory  colunin.  The 
monthly  cost  items  will  be  the  total  debits  made  to  each  account  during  the  month  exclu- 
sive of  any  closing  Reserve  for  Overhead  adjustments.  The  Less  Closing  Inventory 
items,  obviously,  represent  the  closing  inventories  for  the  month.  The  Reserve  for  Over- 
head items  are  also  taken  from  the  Factory  Ledger  accounts,  the  credit  adjustments 
heilig  entered  in  the  Reserve  for  Overhead  colunin  in  red  ink  and  the  debit  adjust- 
ments being  entered  in  black  ink.  The  net  monthly  cost  for  each  material  or  depart- 
ment niay  then  be  obtained  by  taking  from  the  sum  of  the  Opening  Inventory  and 
Älonthly  Cost  items  the  Closing  Inventory  item,  and  then  deducting  from  this  result 
the  credit  Reserve  for  Overhead  adjustment,  or  by  adding  to  this  result  the  debit  Reserve 
for  Overhead  adjustment.  The  amounts  then  siiown  in  the  Net  Monthly  Cost  column 
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will  correspoud  exactly  witli  tlie  totuls  of  tlie  various  coliimiis  under  “Factory  Ledger 
Credits”  ( ])ages  17  and  17A)  in  tlie  Sales  Register.  The  montlily  cost  for  selling  must 
be  obtained  froni  tlie  Selling  Expense  acconut  (No.  34,  page30)  in  tlie  General  Ledger 
and  tliis  sanie  ainount  is  earried  also  into  tlie  Net  Montlily  Cost  column.  There  is  no 
opening  or  closing  iuventory  for  selling  expense,  imless  it  is  definitely  known  that  such 
expense  is  either  prepaid  or  accrued. 

The  iteins  appeariug  in  the  Sales  column  in  the  Snmmary  of  Sales  are  obtained 
froni  the  respective  colunms  ander  “Distribution  of  Sales”  (pages  17B  and  18)  in  the 
Sales  Register.  These  items  compared  with  the  itenis  appearing  in  the  Net  Montlily 
Cost  column  show  the  gain,  or  loss  (in  red),  for  each  material  and  for  each  operating 
departnient  of  the  plant.  The  total  of  the  Sales  Adjustment  column  (page  18)  in  the 
Sales  Register  which  will  be  entered  in  the  Sales  column  on  the  Summary  of  Sales  for 
Year  sheet,  must  also  be  earried  over  into  the  Gain  or  Loss  column  at  the  same  figure, 
recording  either  a gain,  or  loss  (in  red),  as  showu  by  the  column  in  the  Sales  Register. 
The  net  ]»rotit,  or  loss  (in  red),  for  the  inontli  will  agree  with  the  ditference  betweeu 
the  Loss  colunin  and  Gain  column  under  Sundries  (page  17B,  Sales  Register), 
except  for  the  over-absorbed  or  under-absorbed  portion  of  the  Selling  Expense. 
This  Statement  for  the  month  shows  the  proprietor,  statistically,  the  results  obtained 
froni  each  direct  material  and  froni  each  operating  department  in  the  plant.  Perhaps 
no  single  accessory  record  will  furnish  information  iiiore  valuable  or  more  to  be  desired 
by  the  projirietor  or  inanager  of  the  biisiness.  ln  case  the  sections  for  the  previous  five 
nionths  were  also  tilled  out,  the  bookkeeper  woiild  siiinmarize  the  losses  and  gains  in 
the  “Total”  Gain  or  Loss  coluinns.  This  summary  would  ouly  be  made  for  a six  months’ 
lieriod  (see  page  G4  of  Treatise). 


PKEPAKING  XEW  SCIIEDULE  ÖE  FIXED  CHARGES 

The  transactions  for  the  Deceniber  month,  and  all  records  and  Statements  in  Con- 
nection therewith,  are  coiniileted.  As  this  is  the  end  of  the  year  the  bookkeeper  will  have 
to  ])re))are  for  the  new  year  a new  Schedule  of  Fixed  Charges  for  the  ensuing  Year  (jaige 
54)  and  for  the  Month  (page  55).  The  method  of  preparing  these  Schedules  has  been 
fully  ex])lained  previously  in  the  Treatise  (see  page  65  of  Treatise),  and  it  is  unneces- 
sary  at  this  point  to  enter  into  a detailed  disenssion  of  the  preparation  of  these  forins. 
The  recording  of  the  uionth’s  transactions  in  the  books  has  demonstrated  to  the  book- 
keeiier  who  is  to  use  this  System  the  desirability,  if  not  the  absolute  necessity,  of  pre- 
paring this  Schedule  of  Fixed  Charges  as  an  aid  in  the  preparation  of  the  Cost  Form 
t)-ll  (pages  57  and  58),  and  as  an  aid  in  the  making  of  the  distribution  entries  in  the 
Cash- Journal  and  Purchase  Register. 
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CONCI.USION 

We  liave  iiow  disenssed  in  detail,  not  only  tlie  fundaniental  principles  iinderlying 
a System  of  bookkeeping  for  the  printing  indtistry,  but  we  have  also  discussed  tlie  indi- 
vidual books,  tlie  accessory  records,  and  a Classification  of  accounts,  as  parts  of  tbe 
Standard  Accounting  System.  In  addition,  to  assist  tlie  bookkeeper  in  comprebend 
ing  tlie  Ilse  of  tliese  books  and  records  and  accounts,  a montli’s  detailed  transactions 
have  been  entered  to  illustrate  the  use  of  the  books  and  the  forms  constructed. 

The  necessity  of  recording  accurately  and  carefully  all  inforniation  concerning  the 
business  and  the  departments  thereof  has  been  empliasized  again  and  again.  The  use  of 
the  Reserve  for  Overhead  adjustment,  which  is  the  stabilizer  of  the  business,  and  absorbs 
the  difference  between  the  actual  costandthe  set-up  cost  of  the  various  materials  used 
and  in  the  various  operating  departments  of  the  plant,  the  desirability  of  the  distribu- 
tion  of  sales,  the  Summary  of  the  Monthly  Sales  for  the  period,  and  the  use  of  the  Sched- 
ule  of  Fixed  Charges,  liave  all  been  empliasized.  In  addition,  it  has  been  pointed  out 
that  the  inforniation  obtained  from  the  Statement  of  Factory  Operations,  from  the 
Income  Statement,  and  from  the  Balance  Sheet,  if  these  are  all  prepared  in  accordance 
with  the  forms  and  methods  recommended,  will  give  to  the  proprietor  or  manager  of 
the  business  information  such  as  few  printing  businesses  in  the  United  States  have 
obtained  iip  to  the  present  time. 

Little  has  been  said  in  this  Treatise  concerning  the  Cost  Records  necessary  to 
obtain  the  inforniation  to  be  recorded  on  the  Individual  Job  Summary  and  in  the  Finan- 
cial Books  of  Account  (I’ayroll,  Material  Recpiisitions,  Daily  Time  Tickets,  etc.).  It 
has  been  assumed  that  these  records  will  be  understood  and  will  be  used  in  the  plants 
Avhere  the  Standard  Accounting  System  is  adojited.  A carefiil  study  of  these  Cost 
Forms  (as  explained  in  the  Standard  Cost  Finding  System,  see  Appendix  C)  should 
be  niade  if  they  are  not  already  familiär  to  the  reader,  for  they  are  essential  to  the 
combined  use  of  the  Standard  Accounting  System  with  the  Standard  Cost  Finding 
System. 

It  is  believed  that  the  Standard  Accounting  System  will  meet  the  requirements  of 
the  printing  industry  by  providing  not  only  a nieaiis  for  recording  accurately  all  the 
financial  transactions  incident  to  the  industry,  but  also  by  enabling  the  printer  to  obtain 
acciirate  Statistical  inforniation  regarding  the  condition  and  Operation  of  each  and  every 
department  of  his  business. 

This  knowledge,  so  obtained  by  the  use  of  the  Standard  Accounting  System,  will 
enable  the  printer  to  direct  the  details  of  his  business  upon  the  basis  of  exact  facts 
ratlier  than  upon  uncertain  inforniation.  The  Standard  Accounting  System  when  com- 
bined and  interlocked  with  the  Standard  Cost  Finding  System  will  supply  these  busi- 
ness facts  so  essential  to  the  success  of  the  printing  industry. 
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APPENDIX  A 


GLOSSAKY 

In  tliis  Glossary  are  iiichided  tlie  inore  important  aeconnting  terms  appearing  in 
tlie  Treatise  on  the  Standard  Aeconnting  System  for  Printers.  Where  possi])le,  tlie 
general  definitions  recognized  and  sanctioned  by  tlie  best  aeconnting  antliorities  have 
been  nsed;  liOAA'OA’er,  many  of  tliese  terms  are  peenliar  to  the  printing  industry,  and  have 
a meaning  applying  siieeiflcally  to  this  System  of  bookkeeping  and  cost  finding.  In 
such  cases,  the  terms  liave  been  defined  in  aecordance  witli  tlieir  use  and  meaning  in 
this  Treatise. 


A 

Abstract  of  Subsidiary  Ledgers — a statement  of  the  balanees,  either  debit  or  credit, 
of  the  accoiints  in  a snbsidiary  ledger,  to  sliow  the  snbsidiary  ledger  in  agree- 
ment  Avith  its  Controlling  Account  in  the  General  Ledger. 

Accessory  Eecord — a book  or  business  record  in  which  neither  the  original  entry  nor 
the  final  entry  is  made,  but  Avhich  supports  or  explains  the  entries  made  in  those 
books.  Oftentimes,  the  original  docnments  of  the  business. 

Account — a record  of  one  or  more  items,  either  similar  or  dissimilar  and  usually  ar- 
ranged  in  chronological  Order,  kept  under  an  appropriate  heading  or  title  in  the 
Ledger,  and  relating  to  one  person,  thing,  or  force. 

Accounting — the  Science  by  Avhich  business  or  financial  transactions  are  proiiorly 
classified,  recorded,  analyzed,  and  interpreted  for  the  purposes  of  management. 

Accounting,  Constructive — -that  brauch  of  accounting  including  an  analysis  of  the 
Problems  and  needs  of  a business,  the  building  up  of  a Classification  of  accounts, 
the  preparation  of  proper  fornis  and  records  to  obtain  the  needed  inforniation, 
and  the  giving  of  directions  as  to  the  use  of  the  System  produced. 

Accounting,  Cost— see  Cost  Accounting. 

Accounting,  Interpret ative  and  Analytical — see  Auditing. 

Accounting,  Kecording — see  Bookkeeping. 

Accounts,  Ci.assification  of — a mechaiiical  arrangement  of  accounts,  used  by  many 
accountants  to  group  together  the  various  kinds  of  accounts  (asset,  liability, 
proprietorship,  income,  expenditure,  etc.)  appearing  in  the  Ledger;  an  arrange- 
ment of  accounts  to  set  forth  clearly  their  purpose  and  relation  to  the  business  as 
a whole. 

Accounts  Payable — the  Controlling  account  for  the  Purchase  (Creditors’)  Ledger, 
showing  as  a balance  the  total  amount  owed  by  the  business  to  trade  creditors. 

Accounts  Receivable — the  controlling  account  for  the  Sales  (Customers’)  Ledger, 
showing  as  a balance  the  total  amount  owed  to  the  business  by  ti-ade  debtors. 

Accrual — the  act  of  accruing;  that  portion  of  an  accruing  account  not  yet  due  but 
applicable  to  the  period  under  consideration. 
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Accrued  Expense — a liability  on  account  of  expeuses  iiicuri-ed  but  uot  yet  due  aud  paid. 

Accrued  Income — an  asset  account  showing  income  earued  but  not  yet  due  and  re- 
ceived. 

Adäiinistrative  Expense — that  part  of  tlie  expense  of  conducting  businesvs  incun-ed 
by  tlie  Office,  oi*  administrative  part  of  the  Organization,  as  apart  from  tlie  pro- 
ducing  and  selling  parts  of  the  Organization. 

Allowance  for  Bad  Debts — oftentimes  called  Reserve  for  Bad  Debts.  A provisiou 
niade  to  anticipate  losses  from  inability  to  collect  customers’  accounts.  Usually 
deducted  from  the  Accounts  Receivable  account  on  the  Balance  Sheet,  to  show 
that  account  at  its  net  book  value. 

Api’RAIsal — the  result  of  a valuation  of  property  or  other  assets,  used  mostly  in  Con- 
nection with  the  valuation  of  fixed  assets  of  a Corporation. 

AppRAiSAii  Adjustment— the  book  entries  necessary  to  agree  the  Ledger  accounts  with 
an  a])praisal ; the  Ledger  account  reflecting  the  net  change  in  the  books  to  agree 
the  book  values  with  tlie  aiipraised  values  of  assets. 

Asset — ju-operty,  fixed  or  licpiid ; resources  of  any  kind  capable  of  being  converted  iuto 
money  or  value;  that  which  may  be  used  for  the  extinction  of  debts. 

Asset,  C^truent — that  property,  or  resources  of  any  kind,  capable  of  being  converted 
into  Cash  in  the  ordinary  course  of  business.  Oftentimes  called  “liipiid”  assets, 
because  caiiable  of  being  readily  converted  into  cash  for  the  payment  of  debts  or 
for  other  business  uses. 

Asset,  Deferred — an  expense  which  has  been  expended  for  the  benefit  of  future 
periods,  and  which  will  be  chargeable  to  the  operations  of  those  periods. 

Asset,  Fixed — property  purchased  to  place  the  business  in  a position  to  operate  as  a 
“going  coucern’’;  property  capable  of  lasting  over  a series  of  processes  of  pro- 
duction. 

Auditing — the  analytical  brauch  of  accountancy  ( Montgomery ) . It  includes  an  exam- 
ination  and  insiiection  of  tlie  bo(d<keeper’s  work,  the  preparation  of  schedules 
and  exhibits,  recommendations  concerning  accounting  and  business  methods,  and 
an  interpretatiou  of  all  tindings  so  as  to  be  of  greatest  value  for  management 
purposes. 

Average  Hour  Cost— see  Cost,  Average  Ilour. 

B 

Balance  Sheet — a Statement  showing  the  financial  position  of  a business  at  a specific 
date;  statemeut  of  assets,  liabilities,  Capital  emidoyed,  reserves,  and  surplus  (or 
deficiency,  if  such  there  be)  of  a business  as  of  a specific  date. 

Bookkeei’ING — the  systematic  record  of  business  transactions  as  they  take  place.  Some- 
times  spoken  of  as  the  “recording”  brauch  of  accountancy. 

Book  of  Final  Entry — the  book  to  which  the  business  transaction  is  transferred,  or 
posted,  for  final  Classification;  a Ledger. 

Book  of  Original  Entry — the  book  in  which  the  business  transaction  is  first  recorded. 
A Journal,  Cash-book,  Casli- Journal,  Sales  Register,  etc. 

Bürden  Exfense— see  Overhead. 
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Capital  Accounts— tlie  real  or  balance  sheet  accouiits  of  tlie  biisiiiess,  as  contrasted 
with  tlie  explanation  or  lucoine  Statement  accouiits  (wiiicli  are  usually  kuowii  as 
the  Revenue  accounts). 

Capital  Stock — the  aiuount  of  sliare  Capital  (issued  or  autliori/ed)  of  a Company  or 
Corporation ; tliat  part  of  the  proprietorsliip  of  a Corporation  not  included  in  its 
Surplus  account,  or  in  its  Löss  and  Gain  accounts. 

Cash  Book — a book  of  original  entry  used  for  recording  casli  receipts  and  cash  disburse- 
ments  only;  a Journal  used  to  record  cash  transactions. 

Cash  Disbursements — cash  paymeuts  niade  during  a stated  period,  regardless  of  the 
purpose  of  the  payment. 

Cash- Journal  and  Purchase  Register — the  Form  A reconiniended  in  the  STANDARD 
ACCOUNTING  SYSTEM  FOR  PRINTERS,,  and  combining  the  ordinary  Cash 
Book,  Purchase  Book  (or  Register),  and  Journal. 

Ci^SH  Receipts — cash  received  during  a stated  period,  regardless  of  tlie  purpose  for 
which  received. 

Chargeable  Hours— the  productive  hours  in  each  department ; the  hours  worked  in  each 
department  which  are  chargeable  directly  to  specific  Orders  for  the  time  spent  on 
those  Orders. 

Charged  Cost  (of  Departments) — the  ainount  charged  in  each  department,  during  a 
month  or  other  given  period,  to  the  Orders  worked  upon  in  that  department;  the 
total  charges  of  a department  niade  to  Orders  at  the  set-u])  hour  rate — even 
though  that  rate  may  vary  from  the  actual  cost  per  hour  for  work  doue  in  that 
department. 

Classification  of  Accounts — see  Accounts,  Classification  of. 

Closing  Entries — entries  made  in  the  books  of  account  at  the  end  of  the  monthly  or 
fiscal  periods  for  the  purpose  of  closing  the  accounts. 

CoNSTRUCTiVE  AccouNTiNG — See  Accouiiting,  Constructive. 

Controlijng  Account — a single  account  in  the  General  Ledger  which  Controls,  or  sum- 
niarizes  in  total,  a group  of  accounts  in  a subsidiary  ledger.  The  Controlling 
accounts  illustrated  in  this  System  are  Accounts  Payable,  Accounts  Reccivable, 
and  ^^'ork  in  Process. 

Cost  Accounting— a branch  of  accounting  which  analyzes  and  records  the  cost  of  the 
various  items  of  material,  labor,  and  indirect  expense  (bürden)  incurred  in  the 
Operation  of  a manufacturing  plant,  and  Avhich  so  compiles  these  elenients  as  to 
Show  the  total  production  cost  of  a particular  piece  of  work.  A soniewhat  broader 
term  than  cost-finding,  which  does  not  usually  tie  up  the  cost  records  with  the 
books  of  account. 

Cost,  Average  Hour — the  hour  cost  obtained  on  the  Snmmary  of  Department  Costs  for 
the  Month  (Cost  Form  9-IT)  for  each  department  by  taking  Ihe  total  cost  (exclu- 
sive of  Selling  and  Stock  Handling)  of  the  department  foi‘  the  preceding  twelve 
nionths  and  dividing  it  by  the  total  productive  hours  of  the  department  for  the 
twelve  nionths’  jieriod;  the  weighted  average  of  each  department’s  hour  cost 
for  the  preceding  twelve  months’  period. 
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CosT  COMPLETED  WouK — tlic  total  cost  of  wüvk  (loiie  in  the  manufacturing  departments, 
exclusivQ  of  the  cost  of  manufactured  stock ; the  total  cost  of  sales,  and  of  work 
done  for  the  office  and  for  the  factory  (supplies). 

Cost  Form  2 — see  Individual  Job  Summai-y. 

Cost  Form  9-11 — see  Suminary  of  Department  Costs  for  Month. 

Cost  of  Sales — tliat  portion  of  the  cost  couipleted  Avork  which  represents  the  cost  of 
all  work  done  for  and  Inllecl  to  customers. 

Cost,  Set-up  IIour — see  Set-np  Hour  Cost. 

Cost,  Used  Hour — see  Used  Hour  Cost. 

Credit — tlie  Avord  arising  froin  the  Latin  term,  meaning  “he  intrusts,”  and  applied  in 
donble-entry  liookkeeping  to  persons,  property,  or  forces  Avlien  tliese  elements 
graut  valne  to  the  bnsiness,  or  discharge  a responsibility  to  the  business;  one- 
lialf  of  a jonrnalization,  or  complete  entry  of  a business  transaction,  and  off- 
setting  tlie  debit  part  of  tlie  entry. 

Current  Asset — see  Asset,  Current. 

Current  Expenses — a snbdivision  of  the  expenses  on  the  Cost  Form  9-H,  nnder  Avhich 
is  gronped  all  expenses  affecting  tlie  maunfactnring  departments  Avhich  vary 
or  change  from  month  to  month.  These  expenses  inclnde  Avages,  light,  poAver, 
spoilage,  departmental  direct  supplies  and  expeuse,  machiue  inetal  AAmste,  and 
siniilar  items. 

Current  Liarility — see  Liability,  Current. 

D 

Debit — tlie  Avord  arising  from  the  Latin  term,  meaning  “he  OAves,”  and  applied  in 
donble-entry  bookkeeping  to  jiersons,  ])roperty,  or  forces  when  fliese  elements 
receive  valne  from  the  bnsiness,  or  when  they  assnine  responsibility  to  acconnt 
for  certain  A’alnes  intrnsted  to  tlieni;  one-half  of  a jonrnalization,  offsetting  the 
credit  part  of  the  entry. 

Deferred  Asset — see  Asset,  Deferred. 

Demonstration  Book — the  book  accompanying  tliis  Treatise,  and  containing  the  books 
and  records  comprising  the  Standard  Acconnting  System. 

Department  Used  Cost — see  Charged  Cost  of  Departments. 

Department  Accounts— the  acconnts  Avhich  cover  the  separate  cost  of  and  retnrn  from 
each  operating  department  of  any  business. 

Depreciation — the  loss  in  valne  and  efflciency  of  a fixed  plant  asset  dne  to  wear  and 
obsolescence  and  the  passage  of  time. 

Depreciation,  Alloavance  for — an  acconnt  shoAving  a credit  balance  and  measnring 
the  actnal  hole  in  the  asset  becanse  of  depreciation ; a credit  auionnt,  represent- 
ing  the  Charge  to  operations  for  depreciation  expense,  to  offset  any  deterioration 
of  assets  which  has  actually  taken  place.  Oftentinies  incorrectly  called  a Re- 
serve for  Depreciation. 

Depreciation  Fund — Cash  or  other  assets  actually  set  aside  to  provide  for  making 
good  depreciation  of  plant,  property,  etc. 


109 


Depreciation_,  Eesekve'  for — a setting  aside  of  proflts  to  take  care  of  unforeseeii  or 
contingent  depreciation,  but  being  a ügure  over  and  above  tlie  actiial  estimated 
depreciation  of  tlie  assets. 

Direct  Labor — that  labor  that  enters  iuto,  and  cau  be  cliarged  directly  to,  tlie  product 
being  worked  upon;  labor  applied  directly  to  tlie  productive  process  (Nicholson). 

Direct  Materials — tlie  siibstance,  or  material,  ont  of  wliicli  the  })rodnct  is  niade ; tlie 
materials,  or  goods,  actually  going  inlo  any  completed  product, 

Discounts  on  Purchases — a percentage  dediiction  froni  tlie  net  aniount  of  invoices  of 
creditors  because  of  payment  Avithin  a giveii  period. 

Dividend  Account — a Controlling  accoimt  in  tlie  general  ledger  of  a Corporation  to 
wliicli  is  credited  the  amount  of  the  di\'idend  on  the  day  of  declaration  and  to 
Avliich  are  cliarged  the  checks  issned  in  payment  thereof,  either  en  hloc  or  as 
they  may  be  presented  for  payment. 

Double  Entry — that  System  of  bookeeping  by  Avhich  the  record  of  each  bnsiness  trans- 
action  is  resolved  into  an  eqiiatiou,  the  tAVO  sides  of  the  eqnation  being  kiiowu  as 
the  “debit  side”  and  the  “credit  side,”  and  alwmys,  in  the  aggregate,  being  equal ; 
that  inethod  of  recording  bnsiness  transactioiis-  by  which  responsibility  is  at- 
tached  to  one  or  more  persons,  properties,  or  forces  (or  to  a combinatioii  of 
the  sanie),  Avhile  one  or  more  other  persons,  properties,  or  forces  are  freed  froni 
or  relieved  of  a similar  resiionsibility. 


E 

Excess  of  Assets — the  difference  betAveen  the  total  assets  of  the  bnsiness  and  the  gross 
liabilities,  Avhich  is  the  real  proprietorsliip.  Tlie  terni  is  nsed  especially  in  con- 
nection  Avith  the  Dalance  Sheet. 

Expense,  Current — that  portion  of  the  exjienses  on  the  Cost  Form  9-H  affecting  all 
departments  of  the  bnsiness,  Avhich  vary  from  period  to  period;  the  Avages, 
light,  poAver,  repairs,  direct  supplies  and  exiiense,  spoilage,  and  machine  iiietal 
Avaste  expeuses  as  gronped  on  the  Siininiary  of  Department  Costs  for  tlie  Mouth 
(Cost  Form  9-H). 

Expense,  Fixed — the  rent,  depreciation,  interest  on  ])laut  investment,  taxes,  and  insur- 
ance  expenses  as  gronped  on  the  Suniniary  of  Department  Costs  (Cost  Form 
9-H),  and  Avhich  do  not  vary  from  moiitli  to  niontli. 

Expense,  General — that  group  of  expenses  on  the  Snniniary  of  Department  Costs  for 
the  Month  (Cost  Form  9-H),  Avhich  do  not  Siiecifically  alfect  any  oiie  depart- 
nient.  This  inclndes  administrative  salai-ies,  general  and  oflice  expense,  selling 
expense,  advertising,  shipping  and  deliveries  expense,  and  Provision  for  bad  debts. 

Expense,  Gener.vl  Commercial — that  portion  of  all  the  expense  of  operating  the 
bnsiness,  as  shoAvn  on  the  Summary  of  Department  Costs  for  the  Mouth  (Cost 
Form  9-H),  chargeable  to  general  administration  of  the  Avhole  bnsiness; 
an  acconnt  in  the  General  Ledger  entitled  “General  and  Office  Expense,”  Avhich 
is  cliarged  (or  debited)  for  such  portion  of  all  operating  expenses  as  affect  the 
administration  of  the  Avhole  bnsiness,  and  Avhich  is  in  turn  closed  into  the  Factory 
operating  acconnts  as  a percentage  ratio  to  the  direct  cost  of  the  departments. 
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Expensb^  Selling — tliat  portion  of  all  the  expense  of  operating  tlie  bnsiness,  as  sliown 
on  the  Suminary  of  Department  Costs  for  the  Month  (Cost  Form  9-H),  charge- 
able  to  selling;  an  aceonut  in  the  General  Ledger  whicli  is  debited  for  such  por- 
tion of  all  operating  expenses  as  affect  selling  (including  Advertising)  and  whicli 
in  tnrn  is  distributed  on  a perceiitage  ratio  to  the  cost  of  goods  sold. 

Expense^  Stock  Handling — that  portion  of  all  the  expense  of  operating  the  business, 
as  shown  on  the  Snmmary  of  Department  Costs  for  the  Month  (Cost  Form 
9-11 ),  chargeable  to  the  handling  of  materials;  an  acconnt  in  the  Factory  Ledger 
whicli  is  debited  for  such  portion  of  all  o])erating  exjienses  as  affect  the  handling 
of  materials  and  whicli  in  tnrn  is  distributed  as  a percentage  ratio  to  the  cost 
of  materials  used. 


F 

Factory  Ledger — the  snbsidiary  ledger  containing  the  mannfactnring,  or  the  materials 
direct  and  deiiartmental  operating  acconnts  of  the  bnsiness;  Form  C-1  as  illns- 
trated  in  the  Standard  Accoimting  System.  This  ledger  is  controlled,  or  snm- 
marized,  by  the  Work  in  Process  acconnt  in  the  General  Ledger. 

Factory  Ol>erations^  Statement  of — see  Statement  of  Factory  Operations. 

Final  Entry_,  Book  of — see  Book  of  Final  Entry. 

Financial  Statement — a balance  sheet ; a Statement,  as  of  a given  date,  of  the  assets, 
liabilities,  and  net  proprietorship  of  a bnsiness. 

Fixed  Asset — see  Asset,  Fixed. 

Fixed  Charges— see  Expense,  Fixed. 

Fixed  Charges,  Schedule  of — see  Schednle  of  Fixed  Charges. 

Fixed  Expense — see  Expense,  Fixed. 

Foiao  CoLUMN — the  colnmn  aiipearing  in  each  book  of  original  or  of  final  entry  in 
whicli  is  placed  the  page  from  whicli  or  to  which  each  item  is  posted,  and  wdiicli 
serves  as  a cross-index  for  each  entry  reeorded  in  the  books. 

Force  Account- — any  acconnt  recording  the  sonrce  or  canse  of  gain  or  loss;  a revenne 
acconnt ; a loss  or  gain  acconnt. 


G 

General  Commercial  Expense — see  Expense,  General  Commercial. 

General  Expense — see  Expense,  General. 

General  Factory  Expense — that  portion  of  all  the  expense  of  operating  the  factory,  as 
shown  on  the  Snmmary  of  Department  Costs  for  Month  (Cost  Form  9-H),  which 
cannot  be  charged  directly  to  any  department,  bnt  which  mnst  be  distributed  on  a 
percentage  ratio  over  the  total  departments  direct  expense ; an  acconnt  in  the 
Factory  Ledger  which  is  debited  for  all  factory  expenses  which  cannot  be 
charged  directly  to  any  department,  and  which  is  then  closed  to  the  factory 
operating  acconnts  as  above  explained. 

General  Ledger — the  main  book  of  final  entry;  the  ledger  containing  the  Balance 
Sheet  and  the  Income  Statement  acconnts,  at  least  in  snmmary  form,  and  in- 
clnding  all  the  Controlling  acconnts  of  the  bnsiness. 
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Gross  Trauing  Profit — the  difference  between  Ihe  purchase  or  manufacturing  cost  ot‘ 
goods  sold  and  tlie  net  selling  price  oi  tlie  sanie  goods. 

H 

Hour  Cost,  Sbt-up — see  Set-up  Hour  Cost: 

1 

Incoime  Statement — a periodical  statement  in  wliich  all  the  revenne  and  expenditure 
accounts  of  the  Inisiness  are  arranged  scienlilically,  usually  lo  sliow  separately 
the  gross  trading  probt,  the  net  operating  probt,  and  the  net  i)robt  for  the  i)eriod 
linder  review;  a statement  of  probt  and  loss  for  the  period  considered. 

Individual  Job — a single  manufacturing  Order,  whether  it  he  for  a customer  of  the 
business,  for  supplies  to  be  used  in  the  ofbce  or  in  the  factory,  or  for  goods  of 
any  kind  or  any  amount  to  be  manufactured  and  i)laced  in  stock. 

Individual  Job  Summary — the  cost  sheet  or  record  for  each  individual  Job  on  which 
is  recorded  in  detail  and  in  suminai'y  the  time  worked  (hand  or  machine),  ma- 
terials  used,  and  all  outside  purchases  for  the  order,  to  ascertain  the  total  cost 
of  producing  the  product;  the  Cost  Form  2 as  used  in  the  Standard  Accounting 
System. 

Interest  on  Plant  Investment — interest  at  the  legal  rate  on  the  investment  in  each 
department,  including  the  normal  inventory  of  materials  on  hand,  and  which  is 
to  be  included  in  the  cost-  of  production. 

Inventory — a periodical  schedule  with  cost  prices  attached,  of  materials,  manufac- 
tured or  bnished  stock,  and  work  in  process. 

Invoice  Book — a book  oftentimes  used  for  pasting  in  purchase  invoices  for  goods 
bought,  and  used  either  as  a book  of  original  entry  (a  posting  medium)  or  as 
an  accessory  record  only.  This  book  is  largely  replaced  today  by  the  Purchase 
(or  Voucher)  Register. 


J 

Job  Sumimary,  Individual — see  Individual  Job  Summary, 

Journal — a book  of  original  entry;  the  book,  either  as  a single  book  or  separated  into 
many  books,  in  which  all  business  transactions  are  originally  recorded,  and 
which  serves  as  a posting  medium  to  the  Ledger,  or  book  of  bnal  entry. 

JouRNALiZATiON — the  coiuplete,  systematic  record  of  one  business  transaction,  without 
regard  to  the  book  of  original  entry  in  which  the  record  is  made. 

JouRNALiziNG — the  act  of  recording  business  transactions  in  some  book  of  original 
entry,  determining  the  proper  debits  and  credits  to  be  made  for  each  transaction. 

L 

Ledger — the  book  of  bnal  entry  to  which  all  items  entered  in  any  book  of  original 
entry  are,  properly  classibed,  transferred ; the  book  of  accounts  (Kester). 

Ledger,  Factory — see  Factory  Ledger. 
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Ledger^  General — see  General  Ledger. 

Ledger^  Purchase — see  Purchase  Ledger. 

LedgeR;,  Sales — see  Sales  Ledger. 

Ledger_,  Subsidiary — see  Subsidiary  Ledger. 

Liability — obligations  for  whicb  a person,  firm,  or  Corporation  is  bound ; pecuniary  ob- 
ligations  or  debts. 

Liability,  Current — amoiints  owed  subject  to  constant  change,  sucli  as  accounts  pay- 
able  to  creditors,  and  usnally  becoming  due  and  payable  in  short  periods. 

Liquid  Assets — cash,  and  any  assets  which  can  be  converted  readily  into  cash;  see 
Asset,  Current. 

Löss  AND  Gain  Account — the  account  which  shows  the  net  income,  or  the  excess  of 
revenue  over  expenditure,  for  a given  period ; the  Clearing  account  for  tlie  reve- 
nues  and  expenditures  of  the  period,  showing  tlie  net  profit  (or  net  loss)  for  the 
period  under  consideration. 


M 

IVlANUPACTURED  STOCK — as  used  in  the  Standard  Accounting  System,  the  term  applies 
to  goods  manufactured  in  quantities,  such  as  labels,  blank  forms  and  books,  pos- 
ters,  etc.,  and  placed  in  stock,  from  Avhich  sales  are  made  from  time  to  time, 
and  upon  whicli  additional  work,  such  as  imprintings,  may  or  may  not  be  done. 

Materials  Direct  Accounts — the  accounts  in  the  Fäctory  Ledger  which  record  the 
value  of  each  material  requisitioned  for  manufacturing,  the  amount  charged  to 
»completed  Jobs,  and  the  value  of  the  materials  in  the  Work  in  Process  at  the 
beginning  and  dose  of  the  period. 


N 

Notes  Payable — promissory  notes  or  accepted  time  drafts  bearing  the  name  of  the 
business,  and  wliich  the  business  must  pay  at  their  maturity. 

Notes  Receivable — promissory  notes  or  accepted  time  drafts  payable  to  the  business 
either  as  original  payee,  or  through  having  been  indorsed  by  another  to  the  busi- 
ness. 


O 

Operating  Profit  (Net) — the  net  income  of  the  period  from  the  regulär  business 
operations,  but  before  including  either  revenues  or  expenditures  arisiug  from 
incidental  or  external  sources;  as  used  in  this  System  tlie  Gross  Trading  Profit 
less  the  Selling  Expense.  Many  times  synonymous  with  Net  Profit. 

Order  Book — an  accessory  record,  designated  as  Form  G in  the  Standard  Accounting 
System,  in  which  is  recorded  the  Orders  as  they  are  obtained.  It  usnally  con- 
tains  a record  of  the  customer’s  name  and  address,  a brief  description  of  the  Order, 
the  date  promised,  and  the  date  shipped  or  delivered;  the  book  is  not  used  in 
this  System  as  a book  of  original  entry. 
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Original  Entry — the  first  complete,  systematic  record  of  a business  transaction  to 
be  made  in  any  bookkeeping  form ; refers  to  the  entry  made  in  a Book  of  Orig- 
inal Entry  and  not  to  a meinorandum  made  in  an  Accessory  Record. 

Original  Entry_,  Book  of — see  Book  of  Original  Entry. 

OvERHEAD  Expense — tliose  elements  of  cost  wliich  cannot  be  assigned  definitely  to  any 
particiilar  order,  or  to  any  series  of  Orders,  but  whicli  are  a part  of  the  e.xpense 
of  manufacturing,  and  which  mnst  be  taken  into  acconnt  in  calculating  costs. 

Overhead,  Reserve  for — see  Reserve  for  Overliead. 

P 

Petty  Cash — a cash  drawer  fnnd  establislied  by  setting  aside  a certain  amount  out  of 
the  regniar  Cash,  and  using  this  to  pay  small  items  of  expense  for  which  it  is 
impracticable  to  draw  checks. 

Plant  Account — as  here  used,  the  acconnt  which  represents,  through  its  debit  bal- 
ance,  the  cost  value  of  the  machinery  and  equipment  of  the  business.  The  ac- 
count,  in  its  broadest  meaning,  niay  include  land  and  buildings,  or  these  various 
items  are  shown  in  several  plant  accounts. 

Prepaid  Expenses — see  Deferred  Asset. 

Present  Worth — the  present  net  Investment  in  a business,  including  the  original  In- 
vestment and  all  profit  realized  from  the  conduct  of  the  business;  oftentimes, 
a terni  confined  to  a single  proprietor  or  to  a partnership,  but  applies  in  its 
broader  sense  to  a Corporation  as  well.  See  Excess  of  Assets. 

Production  Cost — the  total  factory  cost  of  producing  goods ; as  used  in  the  Standard 
Accounting  System,  it  corresiionds  to  the  cost  of  completed  work. 

Productive  Hours — the  total  number  of  hours  in  each  department,  or  in  the  entire 
plant,  which  are  chargeable  to  the  individual  Orders. 

Profit,  Gross  Trading — see  Gross  Trading  Profit. 

Profit,  Net — the  credit  balance  remaiuing  in  the  Löss  and  Gain  acconnt  after  all  ex- 
penses of  whatever  nature,  and  all  revenues,  for  the  period  under  cousideration 
have  been  accounted  for;  the  balance  of  the  Löss  and  Gain  acconnt  when  the 
same  is  a credit. 

Profit,  Net  Operating — see  Operating  Profit  (Net). 

Profit  and  Löss  Account — see  Löss  and  Gain  Account. 

Proprietorship — the  net  equity  of  investors  in  a business;  the  excess  of  all  assets  over 
the  total  liabilities. 

Purchase  Book — a common  book  of  original  entry  in  which  all  purchases  of  merchan- 
dise  are  entered;  the  functions  served  by  this  book  are  perfoi-med  in  the  Stand- 
ard Accounting  System  by  the  Cash-Journal  and  Purchase  Register  (Form  A). 

Purchase  Discounts — see  Discounts  on  Purchases. 

Purchase  Ledger — the  subsidiary  ledger  containing  the  detailed"  accounts  with  the 
trade  creditors  of  the  business;  Form  C-2  as  illustrated  in  the  Standard  Ac- 
counting System.  This  ledger  is  controlled,  or  summarized,  by  the  Accounts 
Payable  acconnt  in  the  General  Ledger. 
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Q 

Quick  Assets — see  Asset,  Current. 

R 

Recokd,  Accessouy— see  Accessory  Record. 

Recording  Accounting — see  Bookkeeping. 

Reserve  Account — aiiy  account  recoi-ding  ilie  setting  aside  of  profits  for  soine  special 
purpose.  Tlie  resei  ve  may  l)e  used  lo  offset  actual  losses,  but  until  so  used  it 
represeiits  an  api)r()j)riation  of  profits. 

Reserve  FOR  Interest  ON  Plant  Investment  — an  acconnt  in  the  General  Ledger 
credited  montlily  for  tlie  cnri-ent  rate  of  interest  on  tlie  plant  Investment  and  on 
the  normal  inventory  of  materials,  and  closed  at  the  end  of  tlie  fiscal  year  into 
the  Löss  and  Gain  acconnt.  The  acconnt  sliovvs  the  earning,  at  the  current  rate 
of  interest,  on  tlie  investment. 

Reserve  for  Overiiead — an  acconnt  in  tlie  General  Ledger  wliicli  is  nsed  to  adjnst 
montlily  flnctnations  in  mannfactnring  cost,  and  wliicli  ahsorhs  for  eacli  material 
nsed  and  for  eacli  operfiting  department  the  dilferences  hetween  the  set-up  cost 
and  the  actiiaJ  cost  of  all  work  done.  This  adjnstment  shows  hy  how  nincli  the 
set-np  honr  cost  for  the  current  month  ninst  he  increased  or  decreased  over  the 
preceding  month. 

Reserve  for  SuoiIoAGE — an  acconnt  in  the  General  Ledger  credited  montlily  for  such  an 
amonnt  as  will  take  care  of  the  actnal  cost  of  the  estimated  spoilage. 

Revenue  Accounts — the  loss  and  gain  acconnts  relating  to  incomes  and  expenditnres, 
as  distingnished  from  Capital  acconnis  wliicli  relate  to  the  assets,  liahilities,  and 
net  proprietorship. 


S 

Sales — an  account  in  the  General  Ledger  wliicli  records  the  total  sales  made  to  Custom- 
ers during  the  month  or  period  nnder  consideration. 

Sales  Adjustment  Column — a colnnm  to  the  right  of  the  ‘‘Distrihution  of  Sales”  sec- 
tion  of  the  Sales  Register  in  this  System,  in  wliicli  is  recorded  hy  means  of  hlack 
ink  fignres  the  extra  profit  on  individual  sales  over  the  regulär  selling  rates, 
and  hy  means  of  red  ink  fignres  the  amonnt  hy  wliicli  the  actnal  hilled  price  of 
an  individual  sale  is  less  than  the  regulär  selling  rates. 

Sales  Book — a hook  of  original  entry  nsed  in  inaiiy  (‘ases  to  record  all  sales  made  to 
Customers.  The  fnnction  of  the  ordinary  sales  hook  is  performed  in  the  Stand- 
ard Accounting  System  hy  the  Sales  Register  (Form  B). 

Sales,  Cost  of — see  Cost  of  Sales. 

Sales  Ledger^ — the  suhsidiary  ledger  containing  the  detailed  acconnts  with  the  trade 
Customers  of  the  hnsiness;  Form  C-fi  as  illnstrated.  This  ledger  is  controlled, 
or  snmmarized,  hy  the  Acconnts  Receivahle  acconnt  in  the  General  Ledger. 

Sales  Register — the  hook  of  original  entry  (Form  B)  recommended  hy  the  Standard 
Accounting  System  to  record  all  sales  made,  the  cost  of  goods  sold  and  of  goods 
going  into  manufactnred  stock,  the  credits  to  the  several  mannfactnring  acconnts 
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for  all  work  done  in  tlie  plant,  and  tlie  distribution  of  sales  between  tlie  differ- 
ent materials  and  departments  in  proportion  to  tlie  value  of  the  work  done. 

SCHEDULE  OP  Fixed  Charges — the  form  ‘‘J”  recommended  by  the  Standard  Accounting 
System,  and  on  which  is  furnished  the  detailed  Information  necessary  to  Charge 
to  each  mannfacturing  or  general  department  of  the  biisiness  the  department’s 
Proportion  of  the  depreciation,  interest  on  plant  Investment,  Insurance,  and  taxes 
of  the  period.  This  Information  is  essential  both  in  making  the  monthly  debits 
to  the  various  ledger  accounts,  and  also  in  determining  the  productive-honr  cost 
as  shown  on  the  Summary  of  Department  Costs  for  Month  (Cost  Form  9-H). 

Selling  Charges — the  portion  of  the  selling  expenses  actually  absorbed  in  the  charges 
to  Castomers ; the  account  in  the  General  Ledger  debited  for  the  total  selling  ex- 
peuse  which  has  beeu  charged  to  Customers  on  individual  Orders,  this  same 
aniount  having  been  credited  to  the  Selling  Expense  account. 

Selling  Expense — see  Expense,  Selling. 

Set-up  Hour  Cost — the  per-hour  rate  iised  in  each  operating  department  of  the  plant 
for  making  the  cost  charges  to  the  individual  Orders  worked  upon  in  that  de- 
partmeut.  While  this  more  or  less  arbitrary  rate  may  vary  somewhat  from 
tlie  average  hour  cost  obtained  on  the  Summary  of  Department  Costs,  especially 
if  that  average  hour  cost  is  for  less  than  a twelve  nionths’  period,  it  may  often- 
tinies  be  desirable  or  necessary  to  vary  even  a twelve  months’' average  hour  cost 
becaiise  it  is  known  that  the  production  of  the  current  month  will  be  exce.ssively 
large  or  uniisually  small.  Generally,  however,  the  set-up  hour  cost  shonld  ap- 
proximate  very  closely  the  twelve  months’  average  hour  cost. 

SOLVENCY- — the  amount  of  property  of  a business  in  excess  of  the  already  recognized 
Claims  (Cole). 

Special  Column — the  term  applied  to  coliimns  in  any  book  of  entry  which  are  nsed 
for  segregating  items  of  the  same  kind,  and  which  will  be  posted  to  one  Ledger 
account. 

Spoilage,  Reserve  for — see  Reserve  for  Spoilage. 

Standard  Accounting  System  for  Printers — this  System  of  bookkeeping  adopted  by 
the  United  Typothetae  of  America  for  nse  everywlyere  in  printing  plants. 

Standard  Cost  Finding  System — the  System  of  cost  finding  adopted  by  the  United 
Typothetae  of  America  for  use  primarily  in  printing  plants. 

Statement  of  Factory  Operations — the  form  ‘‘E-1”  recommended  by  the  Standard 
Accounting  System,  and  which  gives  a complete  aualysis  of  all  materials  used 
and  of  all  work  done  in  each  of  the  operating  departments  of  the  plant  during 
the  month  or  period  under  review.  The  opening  and  closing  inventory  of  work 
in  process  in  the  entire  plant  is  also  shown. 

Stock,  Capital — see  Capital  Stock. 

Stock  Dividend — the  payment  of  a dividend,  previously  declared,  in  the  stock  of  the 
Company,  instead  of  in  cash  or  other  property. 

Stock  Handling  Expense — see  Expense,  Stock  Handling. 

Stock,  Manufactured — see  Manufactured  Stock. 

Stock  Record — a card  or  bound  form  on  which  a permanent  record  of  the  inventory  is 
kept;  a record  kept  with  each  kind  of  raw  or  finished  product  showing,  in  brief, 
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tlie  amount  at  the  beginning  of  a month  or  period,  tlie  amount  purchased  or  man- 
ufactured  diiring  the  period,  the  amoiiut  sold  or  used  during  the  period,  and  the 
amount  on  hand  at  the  close  of  the  period.  Tliese  records  may  show  quantities 
only,  or  may  show  both  quantities  and  cost  prices. 

SuBSiDiARY  Ledger — any  ledger,  the  accounts  in  which  are  summarized,  or  controlled, 
by  a single  account  in  the  General  Ledger  of  the  business. 

SuBSiDiARY  Ledger,  Abstract  of — see  Abstract  of  Subsidiary  Ledger. 

SuMMARY  OF  DEPARTMENT  CosTS — tlie  Cost  Form  9-H  illustrated  in  the  Standard  Ac- 
eounting  System,  and  used  in  the  Standard  Cost  Finding  System  for  arriving  at 
the  iiroductive-hour  cost  of  the  month,  the  average-hour  cost  for  the  preceding 
twelve  montlis’  period,  for  showing  the  percentage  of  chargeable  time  in  the  var- 
ious  departments,  and  other  cost  information.  This  form  is  spoken  of  as  the 
“keystone  of  the  cost-finding  System.” 

SuMMARY  OF  Sales  FOR  Year — the  form  H recommended  in  the  Standard  Accounting 
System  to  show  in  summary  the  total  cost  for  each  month  of  materials  used  and 
of  each  operating  department,  the  total  returns  from  these  materials  and  operat- 
ing  deiiartments,  and  the  protit,  or  loss  (in  red),  for  each  during  the  month 
linder  consideration.  The  Statement  will  show  also  the  total  protit,  or  loss  (in 
red),  for  each  material  or  operating  department  for  the  si.x  months’  and  twelve 
months’  periods. 

Surplus — the  e.xcess  of  net  assets  over  total  liabilities  and  Capital  stock ; the  accumu- 
lation  of  undistributed  prolits;  the  sum  of  the  credit  balances  of  all  accounts, 
or  of  the  one  Surplus  account,  recording  undistributed  profits. 


T 

Trading  Account — an  account  in  the  General  Ledger  designed  to  show  the  gross  protit 
011  trading,  i.c.,  the  total  excess  of  tlie  net  sales  over  the  purchase  or  manufac- 
turing  cost  of  goods  sold;  au  account  to  show  the  elements  of  net  principal 
income. 

Trial  Balance — a table  of  the  ledger  accounts  in  double  entry  bookkeeping  to  show 
the  total  debits  and  total  credits  to  be  equal ; a Statement  of  total  debits  and 
total  credits,  or  of  debit  balances  and  credit  balances,  to  prove  the  arithnietical 
accuracy  of  the  ledger  postings. 


U 

Undivided  Profits — usually  the  earnings  or  protits  which  have  not  been  divided  among 
the  Partners  in  a tirm  or  the  stockholders  in  a coriioration. 

Used-Hour  f 'OST — the  hour  rate  used  during  the  niontli  or  period  in  making  tlie  cost 
charges  to  individual  Orders  for  the  work  done  in  each  department;  see  Set  up 
Hour  Cost. 


V 

Voucher  Check — a check  which  coiitains,  as  part  of  the  iiistrument,  a statement  of 
the  invoices  covered  by  the  check. 
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Voucher  Eegister — a book  of  original  eutry  and  of  final  entry  in  wliicli  all  invoices  and 
the  distribntion  of  tlie  same  are  recorded.  This  book  is  not  iised  in  the  Stand- 
ard Accoimting  System,  bat  its  function  is  earried  out  by  means  of  the  Cash- 
Journal  and  Purchase  Register  (Form  A)  and  the  purchase  ledger. 


W 

AVork  in  Procbss — the  incompleted  work  in  process  of  manufacture  in  any  manufac- 
turing  business;  the  cost  of  materials,  direct  labor,  and  overhead  expended  on 
incompleted  work  in  process  of  manufacture. 

AA'orking  Assets — all  property  available  for  carrying  on  a business,  such  as  cash,  ac- 
counts  and  notes  receivable,  and  inventories,  all  of  which  may  readily  be  con- 
verted  into  cash. 

AA'orking  Capital — see  Working  Assets. 
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APPENDIX  B 


In  this  appendix  is  showu  the  adaptation  of  the  Standard  Accoiinting  System  for 
Printers  to  printing  plants  of  small,  medinm,  and  large  dimensions.  The  plants  from 
which  tliese  forms  were  obtained  are  all  operating  the  Standard  Accounting  System, 
and  are  carrying  it  out  successfully  in  accordance  with  the  i)rinciples  and  methods 
described  in  this  Treatise.  The  character  of  the  work  done  and  the  volume  of  output 
Vary  greatly  in  these  plants — all  of  which  proves  the  elasticity  of  the  System  of  account- 
ing here  presented  by  the  United  Typothetae  of  America.  The  first  two  forms  are 
approximately  one-third  actual  size,  and  the  remaining  forms  are  about  three-fifths  the 
actual  size  of  the  books. 


CASH— JOURNAL  AND  PURCHASE  REGISTER 


Tliis  is  tlie  Cash- Journal  and  Purchase  Register  used  in  a medium-sized  commercial 
prinliug  plant  doing  an  aiinnal  bnsiness  of  -fl00,000  to  |125,000.  It  follows  the  form  pre- 
sented  in  the  Demonstration  Book,  bnt  has  beeil  adapted  to  the  needs  of  this  particiilar  bnsi- 


Sales  Register.  Cost  of  Finished  Goods 


This  is  the  Sales  Register  nsed  in  the  above  bnsiness  doing  approximately  $125,000  of^ 
bnsiness  annnally.  This  bnsiness  is  so  strategieally  located  that  it  has  no  selling  expense,*;. 
all  bnsiness  coming  nnsolicited.  Therefore,  as  there  is  also  no  mannfactnred  stock  prodnced, 
there  is  only  one  colnmii  linder  “General  Ledger.”  The  amonnts  in  this  column  are  com-; 


CASH— JOURNAL  AND  PURCHASE  REGISTER 


uess.  The  factoi-y  depui-tiiieiits,  especially,  do  not  correspond  with  tliose  giveii  for  the 
illustrative  transactioiis  in  tlie  Demonstration  Book.  Tliis  book  was  giving  tlie  ntmost  satis- 
faction  at  tlie  time  of  the  preparatiou  of  this  Treatise. 


pared  directly  with  the  amounts  in  the  several  selling  columns  under  “(leneral  Ledger 
Credits'’  to  ascertain  the  protit  or  loss  on  each  joh,  making  the  use  of  a Total  colnmn  under 
“iSundries”  iinneci'ssary.  Note  how  the  presses  have  heen  suhdivided  according  to  size  and 
kind  of  feed  to  give  more  accurate  results  for  each. 
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Tliis  is  tho  solo  book  of  ovi^inol  (Mitry  in  a small  ti-ade  composition  ])lant  doing  approxi- 
mately  |i:{(),()0()  to  .^0,000  of  businoss  aiiiuially.  The  System  bas  beeil  in  Operation  for  some  time, 
and  is  giving  admirabb*  ri'snlls.  The  Accounts  Reeeivable  columns  are  so  subdivided  as  to 
record  both  thc  Charge  for  the  machine  comjiosition  and  for  the  metal.  l’rovision  is  also  made 
to  record  the  pounds  of  metal  sent  out.  The  credit  columns  correspond  to  the  charges,  the 
Customer  heilig  ci-edited  in  the  (h)m]>osition  column  when  he  pays  for  his  composition  (the 
corresponding  dehit  b(‘ing  made  to  (hish),  and  in  the  metal  columns  when  he  either  returns 
the  metal  or  when  he  ])ays  for  it,  or  both.  Materials  are  debited  for  the  cost  of  materials 
inirchased,  and  are  credited  for  reiiuisitions,  etc.,  at  cost  price.  The  Composition  Dejiart- 
ment  (which  is  heri'  the  manufact  uring  jdant)  is  debited  with  all  the  expenses  of  Operation. 
It  is  credited  for  the  cost  of  completed  work  (in  this  case,  exclusive  of  metal),  which  amount 
is  debited  in  the  Comimsition  column  to  Cost  of  Sales.  The  value  of  the  pounds  of  metal 
u.sed  in  the  Job  is  also  debited  to  the  (h)st  of  Sales  (Metal),  and  credited  to  the  Material 
account.  The  Sales  accounts  are  credited  through  the  Sales  columns,  the  metal  showing  a 
Profit  or  not  as  determined  by  the  jiroprietor.  The  final  columns  iieed  no  explanation.  This 
book  gives  all  infoi-mation  necessary  for  the  successful  conduct  of  this  business,  and  gives 
it  in  a very  usable  form. 


This  is  the  customers’  or  Sales  Ledger  foini  used  in  conncclion  with  the  above  trade 
composition  business.  It  may  be  used  either  as  a card  or  as  a loosceleaf  oi-  boumi  book. 
The  columns  correspond  to  the  Accounts  Reeeivable  columns  in  (he  book  of  original  entry. 
The  customer’s  name  and  address,  together  with  any  othei-  ess(mtial  information,  appear  at 
the  top  of  the  form. 
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CASH  JOURNAL  and  PURCHASE  REGISTER CASH  JOURNAL 


This  Cash-Jmirnal  and  rurchaHc  Uejiistcr  iH  iiHcd  l)y  a larj^o 

|daut  doing  approxiniattdy  ^r>0(l,(MI()  of  ])UsinosH  aniMially.  In  addition 
to  kwidng  entiivly  separate  a jol»  d(*j)artnH'n(  aml  a pnldieatinn  «lepart- 
ment,  tliis  businesN  o])erates  a brancdi  plant  doing  sonie  eoniineirial  work 
and  a large  ainonnt  of  leclinieal  and  Hcieiitifie  laxik  work.  A separate 
Profit  & Löss  Statement  is  prepared  for  eaeli  of  lliese  three  divisions.  Ob- 
serve  tbat  while  tlie  priiuiple  on  wliieli  tbe  book  was  designed  eorre- 
spouds  exaelly  to  the  Form  A sbown  in  tlie  Denionslration  Hook,  Provi- 
sion lias  l)een  inade  for  tliree  vontrolling  Work  in  1‘roeess  aceoants  in  ilu* 
(ieueral  I^dger,  and  for  tliree  separate  groiips  of  aceounts  in  tbe  subsiil- 
iary  or  Factory  Ledger.  The  boiik  was  designed  witli  a sliorl  leaf  between 
full-size  pages  tas  illustrated  for  tlie  Form  H in  tlie  Demonsliatiou 
Hook). 


CASH-JOURNAL 


CASH 

DATE 

... 

ACCOUNTS 

NO 

NO 

NO. 

GENERAL 

LEDGER 

ACCOUNTS 

PAYABLE 

DEBIT 

CREDIT 

DEBIT 

CREDIT 

DEBIT 

CREDIT 

Broufhl  forwsrd 

- 

- 

- 

— 

book  of  original  entry  in  a small  trade  composition  jdant  doing  approxi- 
:r),()00  of  bnsiiiess  aiiiiually.  The  System  bas  beeil  in  Operation  for  some  time, 
rable  resnlts.  The  Acconnts  Keeeivable  eolumns  are  so  subdivided  as  to 
rge  for  tlie  macbine  composition  and  for  tlie  metal.  Provision  is  also  made 
ds  of  metal  sent  out.  The  credit  eolumns  correspond  to  the  charges,  tlie 
lited  in  the  Composition  column  when  he  pays  for  his  composition  (the 
t heilig  made  to  Cash),  and  in  the  metal  eolumns  when  he  either  returns 
he  ])ays  for  it,  or  both.  Materials  are  debited  for  the  cost  of  materials 
■ credited  for  requisitions,  etc.,  at  cost  jirice.  The  Composition  Depart- 
e the  manufacturing  plant)  is  debited  with  all  the  expenses  of  Operation, 
le  cost  of  completed  work  (in  this  case,  exclusive  of  metal),  which  amount 
omiiosition  column  to  Cost  of  Sales.  The  value  of  the  pounds  of  metal 
dso  debited  to  the  Cost  of  Sales  (Metal),  and  credited  to  the  Material 
*s  acconnts  are  credited  through  the  Sales  eolumns,  the  metal  showing  a 
ermined  liy  the  proprietor.  The  final  eolumns  need  no  explanation.  This 
•mation  necessary  for  the  successful  conduct  of  this  business,  and  gives 
form. 
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CASH-JOUR 
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?hase  Register  used  in  a large  plant  doing  more 
5 operating  departinents  of  thig  business  are  housed 
distatnce  apart,  and  many  of  tlie  departments  are 
es.  The  book  follows  very  closely  tlie  Cash-Jonr- 
shown  in  the  Demonstration  Book,  and  lias  given 
The  proprietor  of  tliis  business  is  an  entlinsiastic 
[hetse  of  America  bas  liere  done.  The  Sales  Reg- 
ntal divisions  shown  in  the  Cash- Journal  and  Pur- 


SALES  REGISTER 


and  COST  OE  COMPLETED  WORK 


SALES  REGISTER and  DISTRIBUTION  OE  SALES 


This  Sales  Register  acconipanies  tlie  ('asli-Joinaial  and  Purchase  Re<jistei'  sliown  and 
descrihed  before.  It  follows  the  principle  of  the  Form  R presented  in  the  I>einonstration 
Hook,  liiit  provides  for  crediting  tlie  factorv  dei)artnients  and  distribntinp;  the  sales  for  eaeh 
of  the  three  niain  divisions  of  this  biisiness.  Separate  Sales  eolunins  are  provided,  bnt 
only  one  set  of  Accounts  Receivable  accounts  are  kept.  Observe  that  the  total  niaterials 
used  in  individual  Orders  are  grouped  for  each  inajor  division  of  the  business,  but  that  ea(di 
material  is  shown  only  for  the  business  as  a whole  and  not  for  each  of  the  three  ma.jor  divi- 
sions separately.  Statements  of  factory  operations  cau  thus  be  prepared  which  will  show  the 
total  cost  of  all  niaterials  used  in  each  niajor  division  of  the  business,  together  with  the  de- 
tailed  costs  of  departmeuts  within  eaeh  of  these  three  divisions.  Also,  a combined  statenient 


of  factory  operations  may  be  jireiiared,  if  desired,  showing  the  detailed  cost  of  eaeh  mate- 
rial used,  and  as  well  thi'  detailed  cost  of  each  operating  departnient  within  each  ma.jor 
division  of  the  busine.ss.  This  device  saves  repeatiiig  the  niaterials’  eolunins  for  each  of  the 
three  ina.jor  divisions  of  the  business.  Also  oli.serve  that  only  one  account  is  carried  for 
Monotype  comjio.sition  in  the  accounts  of  each  ma.jor  division  of  this  business  though  sepa- 
rate hour  costs  are  obtained  for  the  Keyboard  departnient  and  for  the  Faster  departnient  on 
the  Siimniary  of  Departnient  Costs  for  Month  (Cost  Form  !)-lI).  The  book  was  niade  with 
a long  leaf  between  fiill-size  imges  (as  illiistrated  for  (he  Form  1!  in  the  Demonstration 
Hook). 
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CASH-JOURNAL  AND  PURCHASE  REGISTER 


CASH-JOURNAL  AND  PURCHASE  REGISTER. 


Tliis  is  tlie  Cash-Journal  and  Purrhase  Register  used  in  a large  plant  doing  niore 
than  11,200,000  of  business  annually.  Tlie  operating  dei)artinents  of  tbi§  busiuess  are  housed 
in  two  buildings  situated  a considerable  distalnee  apart,  and  many  of  tbe  departments  are 
several  times  subdivided  for  cpst  purposes.  The  book  follows  very  closely  the  Casb-Jour- 
nal  and  Purchase  Register  (Form  A)  shown  in  the  Demonstration  Book,  and  has  given 
admirable  results  in  this  large  business.  The  j)roprietor  of  this  business  is  an  enthuslastic 
booster  for  tbe  work  the  United  Typothetae  of  America  has  here  done.  Tlie  Sales  Reg- 
ister, which  corresponds  to  tlie  departmental  divisions  sliown  in  tlie  Casli-Journal  and  l'ur- 
chase  Register  above,  is  not  shown. 
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MISCELLANEOUS  FORMS 


Wliere  a busiuess  is  so  large,  as  in  the  case  of  the  |1, 200, 000  biisiiiess  meutioned 
above,  that  a number  of  bookkeepers  are  reqnired,  it  may  be  desirable,  or  necessary,  to 
separate  the  Cash- Journal  and  Purchase  Register  into  three  separate  books.  These 
three  books  may  be  still  sub-divided  into  any  number  of  books  most  convenient  for  the 
making  of  the  bookkeeping  entries.  This  eiiables  niore  people  to  work  on  the  books  at 
the  sanie  time.  The  three  following  forms  show  the  separate  Cash  Book,  Purchase 
Register,  and  Journal,  wJiich  forms  taken  together  will  be  seen  to  correspond  very 
closely  to  the  Cash- Journal  and  Purchase  Registers  before  showu.  The  use  of  the 
single  book  of  original  entry  is  always  to  be  recommended  unless  the  amount  of  book- 
keeping labor  necessary  makes  it  imperative  to  have  the  separate  books. 

Notk:  Iu  case  any  business  operatiug  the  Standard  Accounting  System  desires  to  do  so,  all  work 
doue  iu  the  operating  departments  of  the  plant  may  be  debited  to  a “Finished  Stock”  accouut.  This  would 
be  accomplished  most  satisfactorily  by  having  two  columns  under  the  “General  Ledger”  section  of  the  Sales 
Kegister  (see  the  Demonstration  Book,  page  17A)  entitled  Finished  Stock,  and  Cost  of  Sales,  respectively. 
As  all  work  is  completed  (regardless  of  whether  it  be  work  done  for  customers,  manufactured  stock  for 
the  shelves,  offlce  supplies,  factory  and  advertising  supplies,  etc.)  the  total  cost  of  the  work  done  will  be 
eutered  in  the  Finished  Stock  column.  At  the  end  of  the  month,  or  other  period,  the  total  of  this  column 
will  be  posted  to  the  debit  of  the  Finished  Stock  account  in  the  General  Ledger,  and  to  the  credit  of  the 
Work  in  Process  account  (No.  6,  page  25)  in  the  General  Ledger. 

If  the  work  is  being  billed  at  once  to  customers,  or  if  it  is  supplies  for  the  plant,  the  cost  of  the  work 
will  be  entered  (at  the  .same  time  it  is  entered  in  the  Finished  Stock  column)  in  the  Oost  of  Sales  column 
also.  At  the  end  of  the  month,  or  other  period,  the  total  of  this  Cost  of  Sales  column  will  be  posted  to 
the  debit  of  the  Trading  accouut  (No.  38,  page  31),  and  to'the  credit  of  the  Finished  Stock  accouut.  The 
balance  of  the  Finished  Stock  account  would  then  represent  the  cost  value  of  finished  or  manufactured 
stock  on  hand,  and  would  be  the  same  as  the  balance  of  the  Manufactured  Stock  account  (No.  5,  page 
24)  in  the  Demonstration  Book. 

This  would  eliminate  from  the  Sales  Register  (.see  page  17A)  the  Cost  Completed  Work  and  Manu- 
factured Stock  Factory  Cost  debit  columns,  and  would  sul)stitute  the  E''inished  Stock  and  Cost  of  Sales 
debit  columns  in  their  stead.  Either  the  method  described  in  the  Treatise  or  the  method  referred  to  in 
this  note  may  be  used  satisfactorily  by  any  business  operatiug  the  Standard  Accounting  System  for  Printers. 
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AMOUNTS  BROOGHT  FORWARD 


Bowen  Hdw.  Co. 


Pay-roU  end,  Jan.  13 


J.  D.  Burns,  Atty. 


Pay-roll  cnd,  Jan.  20 


Standard  Paper  Co. 


Union  Board  & Paper  Co. 


C.  E.  SpofTord,  Agt. 


Pay-roll  cnd,  Jan.  27 


(31)  S:\laries — Ofiicers 


(31)  Salarics— Clerical 


(37)  Selling  Exp.— Salaries 


(37)  Selling  Exp. — Travcling 


(13)  Accounts  Payable  Debit 


(14)  Wages  Debit 


(27)  Discounts  Credit 


(1)  Cash  Credit 


Ralance.  Jan.  31 
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APPENDIX  C 


UNITED  TYPOTHETAE  OF  AMERICA  STANDARD  COST  FINDING  SYSTEM 

Principles 

Tlie  Standard  Cost  Finding  System  is  a method  of  cost  finding  made  Standard  by 
tlie  adoption,  at  tlie  International  Cost  Congress  in  1909  and  endorsed  by  each  snc- 
ceeding  Convention  of  tbe  United  Typothetae  of  America,  of  a set  of  ]>rinci]des  npon 
wliicli  tlie  System  is  based.  Tlfe  System  is  primariiy  for  tlie  nse  of  jirinters,  and 
throngh  its  installation  and  Operation  they  are  enabled  to  asceilain  the  cost  of  an 
bonr's  work  in  tlie  varions  departments,  tlie  cost  of  eacli  piece  of  work  produced,  and 
tlie  cost  of  all  the  factors  entering  into  the  prodnction  of  printing.  These  principles 
are  as  follows : 

1.  Prodi^ctive  Hour  Method  — For  the  pnrpose  of  arriving  at  the  cost  of  prodnction 
of  printing  the  Standard  nnit  of  prodnction  in  the  varions  departments  shall  be  the 
productive  honr.  Where  the  labor  is  band  the  productive  man  honr  is  the  nnit. 
Where  the  machine  is  the  prodncing  factor  the  productive  machine  honr  is  the  nnit. 

2.  Standard  Hour  Cost — The  Standard  honr  cost  shall  be  the  gross  cost  exclusive  of 
stock  handling  and  selling,  namely,  direct  labor  plns  all  overhead  expense,  depart- 
mental,  and  office  or  general  commercial. 

3.  Cost  Per  Chargeable  Hour— This  is  fonnd  by  dividing  the  total  cost  of  the  depart- 
ment,  inclnding  pro-rated  general  comrnei'cial  expense,  by  the  nnmber  of  prodnctive, 
or  chargeable,  honrs  in  that  department. 

I.  Departmentalization — The  bnsiness  shall  be  divided  into  departments,  each  de- 
partment being  a natnral  division  of  the  jirocesses  of  mannfactnre.  Also,  each  de- 
partment niay  be  snbdivided  as  mnch  as  desired. 

5.  Normal  Costs — The  costs  shall  be  ascertained  monthly,  and  by  months  added  to- 
gether  nntil  a period  snfficiently  long  has  elapsed  to  olitain  a trne  average  cost 
covering  varying  conditions.  The  correct  basis  is  the  average  for  the  ])receding 
twelve  months.  To  ascertain  this  average  yearly  cost  each  niontli,  droji  the  month 
farthest  back  and  add  the  last  month. 

0.  Departmental  Overhead  Expense — This  expense  shall  be  distribnted  to  the  de- 
partments which  incnr  it. 

7.  Shipping  and  Deliveries — -This  expense  shall  be  kept  as  a separate  department  and 
absorbed  throngh  General  Commercial  Expense. 

8.  Stock  Handling— Stock  Handling  shall  be  kept  as  a separate  department,  and  the 
total  expense  charged  as  a percentage  against  the  cost  of  materials  nsed. 

9.  Selling — The  Selling  Expense  shall  be  kept  as  a separate  acconnt  and  the  total 
expense  charged  as  a percentage  to  the  cost  of  Completed  Work. 
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10.  General  Factory  Ovbrhead  Expense— The  sum  of  tliis  expense  shall  be  distrib- 
iited  over  the  factory  departments  on  a percentage  basis  of  the  total  departments’ 
direct  expense,  includiug  payroll. 

11.  General  Cümmercial  Overiiead  Expense — The  snm  of  this  expense  shall  be  dis- 
tribnted  over  the  varions  dei)artinents  on  a percentage  basis  of  the  total  factory  cost 
of  departments,  inclnding  payroll. 

12.  Depregiation — Tlie  original  cost  of  a inacliine,  its  equipment  and  Installation,  and 
also  of  furnitnre,  tixtnres,  and  type,  is  to  be  taken  as  the  basis  for  depreciation. 
This  expense  for  wear  and  obsolescence  is  distribnted  over  the  departmental  eqnip- 
nient  on  an  estimated  life  of  ten  years  for  inachines,  furnitnre,  and  tixtures  (10 
])er  Cent,  per  annuin),  and  of  four  years  for  type  faces  (25  per  Cent,  per  annum). 
On  inacliine  composition  metal  the  depreciation  is  the  cost  of  the  shrinkage  through 
melting.  llepairs  and  maintenance  shall  be  considered  as  separate  items  of  expense 
and  shall  not  be  inclnded  in  depreciation.  In  cas^of  extensive  replacements,  which 
snbstantially  prolong  the  life  of  a machine,  the  cost  therefor  shall  be  charged  against 
the  Allowance  for  Depreciation  account. 

13.  Interest  on  Plant  Investment — Interest  at  the  legal  rate  shall  be  charged  on  the 
total  plant  investment,  and  shall  be  distribnted  accoi-ding  to  the  investment  in  each 
department.  Interest  on  materials  on  hand  shall  be  inclnded  in  the  Stock  Han- 
dling Expense. 

14.  Dental  on  Deal  Estate  Owned — When  bnildings  are  owned  and  occupied  by  in- 
dividnals,  tirms,  or  corporations,  suitable  rental  shall  be  charged  to  the  varions 
departments  and  the  amonnt  of  such  rental  credited  to  real  estate  income. 

15.  Monotype  Composition — For  the  purpose  of  arriving  at  the  honr  cost  of  monotype 
composition  the  Keyboard  and  Caster  shall  be  kept  as  separate  departments. 


Division  of  Expenses 

The  distribntion  of  expense  over  the  different  departments  on  the  Snmmary  of  De- 
partment Costs  for  the  Month  is  inade  on  the  following  basis : 

Fixei)  Charges — These  are  composed  of  such  items  as  Dent,  Insurance,  Taxes,  De- 
preciation, and  Interest  on  Plant  Investment. 

1.  Dent — The  basis  of  distribntion  is  the  used  sqnare  feet.  The  total  nsed  square  feet 
divided  into  the  total  reut  Charge  gives  the  Charge  per  n.sed  sqnare  foot.  This  re- 
snlt,  mnltiplied  by  the  deiiartment’s  used  area,  gives  the  departmental  reut  expense. 

2.  Insurance — This  shonld  be  distribnted  on  the  basis  of  the  valne  of  the  departmental 
equipment.  Insurance  on  materials  on  hand  shall  be  inclnded  in  Stock  Handling 
Expense.  Boiler  insnrance  is  a Charge  to  Power.  Liability  and  compensation  in- 
snrance  is  a Charge  to  General  Factory  Expense. 

3.  Taxes — Taxes  shonld  be  distribnted  on  the  same  basis  as  Insnrance.  Income  Tax 
is  a Charge  against  Profit  and  Löss  and  is  not  a part  of  Production  Cost. 

4.  Dei’Reciatton — The  original  cost  of  a machine,  its  equipment  and  installation,  and 
also  of  furnitnre,  tixtnres,  and  type,  is  to  be  taken  as  the  basis  for  depreciation. 
This  expense  for  wear  and  obsolescence  is  distribnted  over  the  departmental  eqnip- 
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ment  on  au  estimated  life  of  ten  years  for  machines,  furniture,  and  fixtures  (10 
per  Cent,  per  annum),  and  of  four  years  for  type  faces  (25  per  cent.  per  aimum). 

5.  Interest  on  Plant  Investment — Interest  at  the  legal  rate  shall  be  charged  oii  tlie 
total  plant  Investment,  and  be  distributed  according  to  the  value  in  each  depart- 
ment.  (In  prei)aring  the  annnal  Löss  and  Gain  Statement  this  interest  on  plant 
investment  shall  be  retnrned  to  income. ) 

Current  Expenses — These  expenses  consist  of  such  iteins  as  wages,  light,  heat 
(when  not  included  in  reut),  power,  spoilage,  departmental  direct  supplies  and  ex- 
pense,  machine  metal  waste  (gas,  for  Trade  Composition  Houses),  and  type-making  for 
Iland  Composition  Department. 

1.  Wages — Each  department  shall  be  charged  for  all  the  wages  it  incurs. 

2.  Light — Light  is  distributed  according  to  the  consumption  in  each  dei)artment. 
(This  expense  is  pro-rated  on  the  basis  of  the  used  candle-power  in  each  depart- 
ment. ) 

3.  Power — Power  is  distributed  according  to  the  consumption  in  each  department. 
(This  expense  is  distributed  on  the  basis  of  horse-power  hours.  The  horse-power 
hour  cost  is  found  by  multiplying  the  horse-power  of  the  motor  on  each  machine  by 
its  actual  ruuning  hours  and  dividing  tliis  amount  into  the  Charge  for  power. ) 

4.  Spoilage — Spoiled  or  defective  work  should  be  charged  to  a reserve  for  spoilage.  The 
Provision  to  be  adequate  should  be  a perceutage  of  the  departmental  cost  and  should 
be  made  a direct  expense  to  the  department,  or  may  be  absorbed  through  General 
Factory  Expense. 

5.  Departmental  Direct  Supplies  and  Expense — All  such  items  of  expense  in- 
curred  for  any  particular  department  shall  be  charged  directly  to  that  department. 

6.  Maciiine  Metal  Waste^ — On  machine  composition  metal  the  depreciation  is  the 
cost  of  the  shrinkage  through  melting.  Two  per  cent.  on  liuotype  metal  and  3 per 
Cent,  on  monotype  metal  of  the  value  of  the  metal  melted  each  montli  has  been 
found  to  be  a fair  estimate. 

General  Factory  Expense — This  is  composed  of  factory  expenses  which  cannot 
be  allocated  directly  to  any  department.  It  includes  the  salary  of  Superintendent, 
wages  of  watchmen,  and  cost  of  general  factory  supplies,  etc.,  and  is  distributed  on  a 
perceutage  rätio  to  the  total  departments  direct  expense. 

General  Commercial  Expense — This  includes  salaries,  general  expense,  offlce  ex- 
pen.se,  bad  debts,  and  shipping  and  deliveries. 

1.  S.\LARIES — Cliarge  this  account  with  all  administrative,  managerial,  and  clerical 
salaries. 

2.  General  Expense — Charge  this  account  with  all  general  commercial  expenses,  not 
under  other  classified  headings. 

3.  Office  Expense — Charge  this  account  with  offlce  supplies,  stationery,  postage,  mis- 
cellaneous  expen.ses,  etc. 
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.1.  r>Ai)  Dkbts — Uucollectible  acconnts  sliould  be  cbarged  to  an  Allowance  for  Bad 
Debts.  This  monthly  allowance  (say,  for  illustration,  one-lialf  of  1 per  cent.  of 
sales)  shonld  be  absorbed  tbrougli  General  Commercial  Expense. 

r>.  Shiim'in«  and  Deliveuibs — Tliis  expense  shall  be  kei)t  as  a separate  acconnt  and 
absorbed  throngh  General  Coniinercial  Expense. 

Selling  Exden.ses — These  are  coin])osed  of  Selling  and  Advertising. 

1.  Selling  Expense — This  acconnt  is  cbarged  for  salaiies,  coniniissions,  traveling  and 
expenses  of  tlie  sales  foi-ce. 

2.  Advertising — Tbis  acconnt  is  cbarged  witli  all  expenses  of  advertising. 

Total  Selijng — Under  this  heading  is  inclnded  salaries,  coinniissions,  traveling 
and  niiscellaneons  expenses  of  tbe  sales  force,  advertising,  iniscellaneons  expenses,  and 
the  tixed  cliarges  where  a sales  de])artment  space  is  occni)ied.  The  total  selling  exjiense 
beconies  a percentage  of  the  Cost  of  ('onipleted  AVork. 

Total  Stock  Handling — This  expense  is  niade  np  of  payroll,  iniscellaneons  snp- 
plies  and  expense,  and  a jiroportion  of  the  tixed  charges.  The  total  expense  of  handling 
inaterials  beconies  a peirentage  of  the  cost  of  niaterials  nsed.* 

Total  Shipping  and  Deliveries — This  expense  is  coinjiosed  of  ont  freight  and  ex- 
press, payroll,  niiscellaneons  snpplies  and  expense,  and  a proportion  of  the  tixed  charges. 
The  total  is  absorbed  throngh  General  Gomniercial  Expense. 

Total  General  Commercial  Expense — Under  this  heading  is  inclnded  adminis- 
trative, managerial,  and  clerical  salaries,  general  expenses,  Office  expenses  and  tixed 
charges,  shipping  and  deliveries,  Reserve  for  Bad  Debts,  and  is  pro-rated  on  the  basis  of 
a percentage  of  Factory  Cost  of  Deiiartments. 

Type-making  i'Or  Hand  Cclmposition  Department — This  expense  consists  of  the 
time  consnmed  in  Casting  sorts,  disjilay  types,  (piads,  spaces,  rnles,  borders,  and  other 
niaterials  cast  on  tyiie  and  sing  casting  machines.  This  shonld  be  added  to  the  total  ex- 
])ense  of  the  Hand  Composition  Department,  and  dedncted  from  the  total  expense  of 
the  Caster,  or  Machine  Composition  Slug  Casting  Department,  after  the  distribntion 
of  General  Commercial  Expense. 

Recommendations 

Superintendent — The  General  Snperintendent’s  salary  is  cbarged  to.General  Fac- 
tory Exiiense. 

Forbman — The  wages  of  a foreman  is  cbarged  to  the  de])artnients  snpervised  on 
the  basis  of  the  departments’  total  payroll  honrs. 

Forbman’s  Productive  Time — AAdienever  a foreman  or  other  execntive  }ierforms 
productive  work  bis  time  shall  be  cbarged  to  the  Order  at  the  regulär  rate  per  honr  of 
that  department.  The  expense  of  this  time  shall  be  cbarged  to  tlie  department  payroll 
at  bis  regulär  rate. 

Apprenticbs — Apprentice  honrs,  both  pi-odnctive  and  non-]irodnctive,  are  handled 
in  the  sanie  nianner  as  those  of  jonrneymen. 

* To  be  omitted  by  Trade  Composition  Houaes. 


l’ERCBNTAGE  OF  l*u()üüCTiVE  TiME — Tluit  mtio  of  tlie  total  hours  paid  for  (mau 
liours),  01-  total  possible  hours,  exclusive  of  overtime  (macliiiie),  to  tlie  actual  produe 
iiig  hours. 

Selling  Exfense — No  selling  Charge  shall  be  made  oii  work  produced  for  the  vari- 
ous  departmeiits,  nor  upou  mauufactured  (or  tiuished)  stock  imtil  such  maiiufactured 
stock  is  actually  sold. 

Miscellaneous  Items — Interest  and  Discount  transactioiis  are  tinaucial  and  do  not 
enter  into  the  costs.  Donations  and  Charity  items  are  cliargeable  directly  to  Löss  and 
Gain.  Organization  dues  are  cliargeable  to  current  expeiise. 

Ink — In  press  work,  iuk  should  lie  charged  as  a special  item,  and  not  iiicluded  in 
the  cost  per  hour. 

Perfetual  Inventory — As  a requisite  for  determiniiig  costs,  tlie  use  of  an  efticient 
peiqietual  materials  inventory,  kept  oii  stock  cards  or  sheets  to  show  at  all  times  the 
exact  amouut  of  materials  ou  liand,  is  necessary. 

Affraisals — Experience  has  demonstrated  that  plant  iuveutories  by  appraisal  Com- 
panies have  proveu  most  satisfactory. 

Unused  Maciiinery — When  a machine  is  not  used  for  a long  period  of  time,  such 
machine  should  not  be  coiisidered  a jiart  of  the  operating  equiimient,  but  should  be 
carried  ou  the  books  in  an  Unused  Maciiinery  accouiit.  Such  tixed  expenses  as  are  in- 
curred  shall  be  absorbed  through  General  Factory  Expense. 

Idle  Machinery — Where  an  essential  machine  or  machines  are  idle  iutermittently 
for  periods  of  time,  the  tixed  charges  thereof  shall  be  pro-rated  during  such  idleuess  to 
the  operating  departmeuts  through  the  General  Factory  Expense. 

Mechanical  Kecording  Devices — In  Order  to  insure  greater  accuracy  in  making 
the  time  charges  to  individual  Orders,  the  use  of  mechanical  time  recording  devices  is 
recommended. 

Sfecial  Machines — Where  siiecial  machines  are  installed  for  specific  purposes,  it 
is  recommended  that  separate  hour  costs  be  obtained.  Where  a stripped  monotyiie 
caster  (which  is  employed  for  castiug  rules  and  material)  is  used,  a separate  cost 
should  also  be  obtained. 

Proofreading — Proofreading  is  a composition  expense  and  the  wages  iiaid  })roof- 
readers  and  copyholders  should  be  added  to  the  composition  iiayroll.  When  proof- 
readers  read  for  both  the  Hand  and  Machine  Deiiartments  the  wages  are  distributed  be- 
tween  the  two  departmeuts  on  the  basis  of  comparative  production  (say,  for  illustra- 
tion,  four-fifths  to  machines  and  one-fifth  to  the  hand  department). 

Proofreading  as  a Sefaratb  Defartment — In  plants  doing  mathematical,  scien- 
tific, and  other  intricate  composition  requiring  an  abnormal  amount  of  jiroofreading,  it 
is  recommended  that  proofreading  be  made  a separate  department,  witli  separate  time 
ticket,  and  a direct  Charge  made  therefor.  The  proofreader’s  hour  to  include  copyhold- 
iug,  and  other  proofreading  expense. 

Sefarate  Hand  Comfosition  Dbfartments — In  Hand  Composition  Departments 
where  one  set  of  emjiloyees  use  machine  tyjie  and  anothei-  set  of  employees  use  fouiidry 
type,  each  with  seiiarate  equipmeiit,  it  is  suggested  there  should  be  separate  depart- 
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ments  of  Costs,  “Composition  Handling  Foundry  Type”  and  “Composition  Handling 
Machine  Cast  Type.” 

It  is  also  suggested  tliat  tlie  same  procedure  be  followed  where  there  are  separate 
Book  and  Job  Composition  Departments. 


Gost  Reconciliation  on  Summary  of  Department  Costs  for  Month 

Form  9-H 

To  provide  a simple  means  of  proving  the  accuracy  of  the  set-up  (used)  cost  for  the 
month,  a method  of  Cost  Reconciliation  is  shown.  It  is  used  as  follows ; 

To  the  total  actual  cost  of  each  department  for  the  month  is  added  the  opening 
Inventory.  From  the  siim  so  obtained  is  deducted  the  closing  Inventory.  This  is  the 
actual  cost  of  work  done  in  each  department  for  the  month. 

These  departmental  costs,  compared  with  the  total  of  the  set-up  (used)  costs  as 
summarized  from  the  Individual  Job  Summaries  for  work  done  during  the  month,  will 
Show  whether  the  actual  costs  of  the  month  have  been  absorbed  by  the  Orders  of  the 
month.  A similar  summary  should  be  obtained  for  each  preceding  twelve  months’ 
period. 


Departments  of  Costs* 

For  the  purpose  of  determiniug  costs  in  the  printing  business,  the  following 
essential  departments,  or  cost  centers,  have  been  provided : 

Composition — Hand  AVork. 

Machine  Composition^ — Slug  Casting  Machine. 

Monotype  Keyboard. 

Monotype  Caster. 

Platen  Press — 10  x 15  and  smaller. 

Piraten  Press — larger  than  10  x 15. 

Platen  Press  Mechanical  Feed — 10  x 15  and  smaller. 

Platen  Press  Mechanical  Feed — larger  than  10  x 15. 

Automatic  Press. 

Pony  Cylinder — smaller  than  25  x 38. 

Medium  Cylinder — 25x38  to  38x50. 

Cylinder — larger  than  50  inches. 

Cylinder  Mechanical  Feed — 50  inches  or  smaller. 

Cylinder  Mechanical  Feed — larger  than  50  inclies. 

Cylinder  Two  Color. 

Rotary  Press — Sheet  Feed. 

Rotary  Press — Web. 

CUTTING. 

Machine  Folder — Hand  feed. 

Machine  Folder — Mechanical  feed. 

* With  Trade  Composition  Houses,  the  departments  of  cost  will  be  such  of  the  above  as  apply  to  the  business. 
In  plants  of  such  size  that  one  set  of  men  under  one  foreman  work  on  inachine  composition  make-up  and  correc- 
tions,  and  another  set  of  men  under  auother  foreman  do  the  regulär  work  of  a hand  composition  department,  then  there 
should  be  two  separate  departments  of  costs,  “Machine  Composition  Make-up”  and  “Hand  Composition.”  Where  the  Trade 
Composition  House  has  special  machines  other  than  listed  above,  such  as  Ludlow,  Thompson,  Universal,  etc.,  then  the  hour 
costs  of  these  machines  should  be  found. 
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SiGNATURE  Sewing  Machine. 

Automatic  Power  Stitcher. 

Ruling. 

Bindery — A (Men’s  haucl  machines). 

Bindery — B (Men’s  liand  woik). 

Bindery — C (Girls’  small  power  machines). 

Bindery — D (Girls’  hand  woi4c). 

Wliere  the  printing  office  has  special  machines  other  than  listed  above,  then  their 
own  cost  shonld  be  found. 


Standard  Cost  Forms 

The  Standard  Set  comprises  twenty  different  forms.  Such  of  tliem  as  applies  to 
departments  not  in  nse  Avill  of  course  be  oniitted.  Those  suitable  for  the  average  print- 
ing Office  are  as  follows : 

Instruction  Envelope — No.  1.* 

Individual  Order  Summary — No.  2.* 

CoMPOSiTioN  Daily  Hand  Work  Report — No.  3. 

Machine  Composition  (Slug  Casting  Machine)  Daily  Report — No.  4. 

Monotype  Keyboard  Daily  Report — No.  5. 

Monotype  Caster  Daily  Record — No.  6. 

Press  Daily  Record — No.  7. 

Cutter  Daily  Report — No.  8. 

Folding  Machine  Daily  Record— No.  9. 

Ruling  Machine  Daily  Record — No.  10. 

Bindery  Daily  Hand  Report — No.  11. 

COMBINATION  DAILY  TiME  RePORT— N O.  12. 

Employee’s  Daily  Payroll  for  Time  Worked  on  Machines — No.  13. 

M^eekly  Payroll  Sheet — No.  14. 

Monthly  Individual  Payroll  Record — No.  15. 

Monthly  Report  of  Hand  Departments — No.  10. 

' Monthly  Record  of  Machine  Departments — No.  17. 

Summary  of  Department  Costs  for  Month — No.  9-H. 

Yearly  Record  of  Costs  and  Production — No.  18. 

Perpetual  Stock  Invbntory  Record — No.  19. 

Instruction  Envelope — Form  No.  1* 

For  purely  physical  reasons  the  nse  of  an  envelope  form  of  Order  Ticket  is  advo- 
cated.  By  the  nse  of  an  envelope,  which  shonld  be  made  ont  when  the  order  is  entered 
in  the  Order  Book  (see  Form  G,  Standard  Acconnting  System  j,  the  loss  or  misplacement 
of  copy  is  mininiized ; into  the  envelope  is  pnt  all  copy,  proof-sheets,  and  any  written 
instrnctions  concerning  the  order,  also  a copy  of  the  completed  order.  This  plan  insnres 
a complete  history  of  the  order,  and  is  valuable  for  fntnre  reference. 

On  the  face  of  the  envelope  is  space  for  fall  and  complete  instrnctions  to  eacli 
department  of  the  plant,  and  it  shonld  never  In;  necessary  for  an  em])loyee  of  a given 

* For  Trade  Composition  Houses,  Forms  Nos.  1 and  2,  while  the  same  in  principlc  as  iised  hy  goneral  printiiiK 
plants,  are  somewhat  different  in  form  to  meet  the  necessitics  of  the  huslness.  The  forms  are  uumbercd  Nos.  1 T.C.  and 
2 T.C.  respectively. 
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(lepartnieiit  to  look  elsewhere  foi-  liis  iiistnietions  tliaii  in  tliat  space  allotted  to  Ins  own 
(lepartinent.  It  sliould  be  tlie  ride  to  tili  out  eacli  instiaietion  eiivelope  so  coniplete  in 
details  tliat  iio  questiou  need  be  asked  from  start  to  tiuisli  of  tlie  Order. 

The  Iiistruetioii  Eiivelope  aecoinpaiiies  tlie  Order  tliroiigli  tlie  various  processes,  and 
after  the  order  is  coni})leted  tlie  Order  ticket  bas  fnltilled  its  ininiediate  fiinctious  and 
tlien  beconies  a part  of  the  oflice  records  for  possible  fntiire  refereuce.  The  Instruction 
Envelopes  are  niinibered  conseciitively. 

After  the  Instruction  Eiivelope  is  properly  inade  ont,  an  Individual  Order  Suiu- 
inary  (Form  2)  is  also  inade  out  and  giveii  the  same  niiinber. 


Individual  Order  Summary — Form  No.  2* 

Tliis  form  is  kejit  in  a loose-leaf  hinder,  the  snccessive  leaves  heilig  accordiug 
to  nnmher.  Incidentally,  as  tlie  Time  Reports  ( Fornis  3-12  inclusive)  elsewhere 
explained,  conie  in  for  entry  each  day,  the  act  of  entering  tlieiii  serves  as  au  order  tracer 
and  readily  shows  in  whicli  department  any  given  order  was  when  the  daily  time  was 
reported. 

This  form  Avill  he  niost  referred  to  of  any  of  the  System,  as  it  contains  the  accnnin- 
lated  time  exi>ended  and  materials  iised  as  the  incompleted  Orders  progress.  A dose 
scriitiny  of  this  form  will  show  where  and  how  records  are  kept  hy  means  of  Forms  3-12 
inclusive,  the  time  taken  on  each  ojieration  of  the  order,  together  witli  the  cost  of  botli 
lalior  and  material  to  date.  The  aggregate  cost  of  all  incomideted  Orders  is  the  valiie 
of  the  inventory  of  “AVork  in  Process.”  AAdieii  the  order  is  completed,  the  cost  computed, 
and  the  order  charged  to  tlie  cnstonier,  theu  the  sheet  shoiild  he  taken  ont  of  the 
hinder  and  snitalily  filed;  hy  renioving  the  coniiileted  sheets  from  day  to  day  as  work  is 
tinished,  there  are  left  only  the  live  or  iincharged  Orders  which  are  still  in  process. 

The  coliinins  headed  ‘‘Cost  to  Post”  and  “Seil  to  Post”  are  to  he  nsed  oiily  when 
interlocked  with  the  tinancial  hooks  (see  U.T.A.  Standard  Accounting  System). 


Daily  Reports  and  Records 

AMiile  there  are  several  se])arate  daily  tinie-tickets,  the  only  difference  is  the  Varia- 
tion in  columns  to  tit  niore  closely  into  the  needs  of  the  different  ])hysical  conditions  in 
the  several  departments.  The  tinie-tickets  as  shown  are  practically  self-explanatory. 

Each  employee  is  reqnired  to  keep  a record  of  the  total  lioiirs  employed.  It  is 
essential  tliat  care  he  taken  in  tilling  out  these  tinie-tickets,  for  the  report  shows  not 
only  the  time  spent  niion  individual  Orders,  hnt  also  a record  of  the  factory  production. 
Where  the  lahor  is  hand,  the  productive  man  honr  is  the  nnit;  where  the  machiue  is 
the  prodncing  factor,  the  productive  machine  honr  is  the  nnit. 

On  the  hack  of  each  tinie-ticket  is  listed  the  different  operations  pecnliar  to  the 
department  in  which  it  is  nsed,  each  heilig  given  a symhol  nuniher.  The  employee  makes 
nse  of  these  symhol  numhers  hy  writing  tlieiii  in  the  “Kind  of  AVork”  colninu,  opposite 
each  Order  nnmher  on  which  he  reports  time.  The  columns  to  the  right  of  Time  Fin- 
ished  column  are  for  oftice  nse  only.  The  operations  listed  on  the  hack  of  the  daily 

* For  Trade  Compositioii  Iloiises,  Fornis  Nos.  1 and  2,  wliile  the  same  in  principlc  as  used  by  general  priuting 
Iilants,  are  soniewhat  different  in  form  to  meet  the  necessities  of  the  business.  The  fornis  are  numbered  Nos.  1 T.C.  and 
2 T.C.  respectively. 
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re])orts  and  records  are  divided  to  sliow  Avliicdi  are  eliargeable  and  Avliieli  are  non-charge- 
able,  making  it  very  easy  to  divide  the  time  on  tlie  ticket  linder  tlie  proper  headings  and 
in  turn  to  carry  sanie  to  Weekly  Payroll  Sheet  (Form  14),  and  Monthly  Individual 
Payroll  Record  (Form  15).  The  eliargeable  time  is  also  entered  agaiust  the  Order, 
linder  the  proper  departmeiit  heading  on  the  Individual  Order  Summary  (Form  2). 
Care  shoiild  be  iised  in  designatiug  the  eliargeable  and  uou-cliargeable  time,  as  niiich 
depeuds  iipon  the  clear  distinctiou  between  these  two  operations. 


Gomposition  Daily  Hand  Work  Report — Form  No.  3 

Tliis  report  Avhich  is  iised  by  the  coinpositors  is  self-explanatory  and  needs  uo 
fiirther  commeut. 

Machine  Gomposition  (Slug  Gasting  Machine)  Daily  Report — Form  No.  4 

This  form  is  siibstantially  the  same  as  tlie  Composition  Daily  Hand  Work  Report 
(Form  3)  excepting  tliat,  in  addition  to  reporting  time  on  ciistoniers’  or  stock  Orders, 
there  shoiild  be  reported  as  well  the  time  Casting  borders,  riiles,  and  other  materials 
for  the  Composing  Room.  In  Casting  Composing  Room  materials  a montlily  order 
shoiild  be  made  out  and  the  time  employed  in  castiug  these  materials  is  productive  to 
the  Slug  Casting  Machine. 

Metal  Account — The  nietal  used  for  ordinary  machine  composition  does  not 
leave  the  plant,  and  returns  to  the  Machine  Composition  (Slug  Casting)  Department 
for  remelting;  therefore  it  will  not  be  necessary  to  make  a metal  Charge  between  dif- 
ferent departments  for  such  metal. 

Monotype  Keyboard  and  Gaster 

The  keyboard  and  caster  sliould  be  treated  as  two  separate  machines  and  the  unit 
of  time  in  each  case  is  the  machine -liour,  tlie  wages  being  carried  to  the  departmeiit 
payroll.  In  ascertaining  the  cost  of  monotype  work,  the  actual  time  of  keyboard  sliould 
be  takeu  at  its  hour  rate  and  that  of  the  caster  at  its  hour  rate,  and  both  charged  to  the 
Order  as  productive  time. 

Monotype  Keyboard  Daily  Report — Form  No.  5 

This  form  is  self-explanatory. 

Monotype  Gaster  Daily  Record — Form  No.  6 

When  the  caster  is  used  for  castiug  sorts,  display  types,  quads,  spaces,  and  the 
like,  the  machine  time  devoted  to  such  work  sliould  be  considered  as  jiroductive,  and 
the  cost  of  these  materials  is  a direct  Departmental  Expense  agaiust  the  Hand  Com- 
position Department.  A monthly  order  sliould  be  made  out  and  the  machine  time  eni- 
jiloyed  in  castiug  these  materials  is  productive  to  the  Monotype  Caster.  The  Em-  * 
ployee’s  Daily  Payroll  slip  (Form  13)  sliould  also  be  turned  in  by  each  caster  employee. 

Metal  Account — The  nietal  used  for  ordinary  machine  composition  does  not  leave 
the  plant  and  returns  to  the  Machine  Composition  (Monotyjie  Caster)  Department  for 
remelting ; therefore  it  will  not  be  necessary  to  make  a nietal  Charge  between  different 
departments  for  such  metal. 
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Press  Daily  Record— Form  No.  7 

The  press  being  tlie  factor,  a ticket  should  be  tunied  in  for  each  press  instead  of 
eacli  employee.  The  Employee’s  Daily  Payroll  slip  (Form  13)  should  also  be  turned 
in  by  each  press  employee.  The  time  from  the  press  record  is  entered  against  the 
Order  the  same  as  from  the  other  tickets,  and  in  addition,  the  delays  and  idle  machine 
time  are  reported.  This  opportunity  to  disclose  the  aggregate  of  lost  hours  in  the  press 
room  and  to  know  just  what  caused  the  loss,  is  a very  important  feature  of  the  Cost 
Finding  System.  Should  there  be  too  niuch  non-chargeable  time,  it  would  show  ineffi- 
ciency,  while  au  excess  of  macliine  idle  time  would  reflect  against  the  management. 

Wliere  there  is  hand  i)roductive  work  employed  in  addition  to  the  machine,  theu 
tliis  liand  work  becomes  a press-room  hand  hour  cost  of  its  own  in  that  department. 
This  would  api)ly  to  extra  help  on  make  ready,  cutting  overlays,  slip  sheeting,  remov- 
ing  slip  sheets,  dusting  bronze,  etc.,  each  at  its  proper  rate. 

ln  Computing  the  proportion  of  chargeable  or  non-chargeable  time  the  full  regulär 
operating  time  is  takeii  as  the  basis  upon  which  to  figure  the  percentage.  Thus,  if 
there  are  ten  cylinder  presses,  and  the  plant  is  running  eight  hours  a day,  there  will  be 
eighty  possible  hours  of  press  time;  this  is  considered  100  per  cent. 

Cutter  Daily  Report — Form  No.  8 

This  form  is  self-explanatory. 

Folding  Machine  Daily  Record — Form  No.  9 

This  form  is  self-explanatory. 

Ruling  Machine  Daily  Record — Form  No.  10 

This  form  is  self-explanatory. 

Bindery  Daily  Hand  Report — Form  No.  11 

This  time  ticket  comprises  three  departments  of  cost  in  the  bindery: 

Bindery  B — men’s  hand  work. 

Bindery  C — girls’  small  machines. 

Bindery  D — girls’  hand  work. 

The  operations  listed  on  the  back  of  the  time  ticket  are  quite  complete  and  will  be 
found  to  cover  practically  all  work  that  can  be  done  in  tliese  dei)artments.  Where 
thei-e  are  special  bindery  machines,  it  will  be  necessary  to  have  special  time  tickets  to 
obtain  their  particular  costs. 

Bindery  A 

Bindery  A machines  comjirise  all  those  bindery  hand  machines  employing  men, 
* and  a separate  cost  should  be  obtained  for  this  department. 

Special  Machines 

Separate  costs  should  be  obtained  for  all  ex])ensive  power  machines  such  as  Signa- 
tare Sewing  Machine,  Automatic  Stitcher,  Embosser,  Rounder  and  Bäcker,  Gase  Mak- 
ing,  Casing-In,  Gathering,-Duplex  Trimmer,  Continuous  Trimmer,  etc. 
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Gombination  Daily  Time  Report — Form  No.  12 

This  conibinecl  Daily  Time  Report  is  tu  obviate  tlie  necessity  of  using  inore  thaii 
oue  time  ticket  where  an  employee  works  in  several  departments.  In  a small  shop,  tlie 
same  workman  is  often  reqnired  to  perform  various  operations,  and  on  this  ticket  bis 
time  is  divided  according  to  tlie  cliaracter  of  ojieration  and  extended  by  tbe  Cost  Clerk 
linder  its  respective  department  beading.  Tbis  facilitates  tbe  bandling  of  tbe  time  re- 
ports,  and  tbere  is  obtained  not  only  tbe  Separation  of  tbe  band  operations  by  depart- 
ments, but  also  tbe  proper  payroll  distribntion. 

Employee’s  Daily  Payroll  for  Time  Worked  on  Machines — Form  No.  13 

Tbis  form  is  self-explanatory. 

Weekly  Payroll  Sheet — Form  No.  14 

Tbis  form  can  be  used  for  tbe  disbnrsing  payroll  only,  or  can  lie  divided  by  deiiart- 
nients  if  desired.  Tbe  latter  is  suggested  in  printing  Offices  wbere  tbe  emiiloyees  work 
only  in  one  department;  bnt  wbere  employees  are  transferred  to  different  departments, 
tbe  montbly  individual  payroll  record  ( Form  1.5 ) is  advised. 

Monthly  Individual  Pay  Roll  Record — Form  No.  15 

To  keep  tbe  jDayroll  is  of  great  importance,  and  bas  perbaps  inore  to  do  witb  tbe 
accuracy  of  tbe  entire  Cost  Finding  System  tban  any  otber  blank  or  form.  Tbe  pay- 
roll of  eacb  department  sboiild  be  kept  separately,  and  tbe  payroll  divisions  sbould  com- 
pare  witb  tbe  department  beadiugs  in  wbicb  costs  are  ascertained. 

Tbis  form  is  devised  to  meet  tbe  needs  wbere  an  employee  is  transferred  to  dif- 
ferent departments,  and  sbows  not  only  bis  total  bonrs  and  wage  for  tbe  montb,  bnt 
also  tbe  bonrs  and  wage  for  eacb  department.  Tbis  can  be  used  witbout  tbe  weekly 
payroll  slieet  (Form  14)  if  desired,  but  is  not  a good  form  to  pay  from. 

Monthly  Report  of  Hand  Departments — Form  No.  16 

Tbis  is  a montbly  form  to  record  daily  cbargeable  and  non-cbargeable  bonrs  in  tbe 
different  departments  and  sbows  tbe  total  cbargeable  and  non-cbargeable  bonrs  in 
eacb  department.  Comparison  sbonld  be  made  from  montb  to  montb  and  from  year  to 
year.  Ileadings  mnst  be  made  for  eacb  department. 

Monthly  Record  of  Machine  Departments — Form  No.  17 

Tbis  montbly  report  records  tbe  daily  prodnction  of  macbines,  also  tbeir  ontpnt. 
From  tbis  report  is  taken  tbe  departmeiiFs  total  cbargeable  and  non-cbargeable  tim<*  as 
well  as  tbe  percentage  of  productive  bonrs.  Tbe  average  ontpnt,  and  cost  per  nnit  of 
prodnction,  can  be  likewise  obtained. 

It  is  of  prime  im])ortance  tbat  tbe  jiercentage  of  j)rodnctive  bonrs  be  taken  montbly 
from  Hand  and  Macbine  Departments  (Forms  Iti  and  17).  Wbere  tbe  operations  are 
standardized,  compai-ison  of  tbe  percentage  of  cbargeable  and  non-cbargeable  time  of 
one  plant  witb  tbat  of  otbers  is  of  great  valne  in  increasing  efficiency. 

Summary  of  Department  Costs  for  the  Month — Form  No.  9-H 

Tbis  form  is,  in  effect,  tlie  keystone  of  tbe  Standard  Cost  Finding  System.  On 
tbis  form  is  obtained  tbe  montbly  Statement  of  Cost  tbat  discloses  tbe  conditions  exist- 
ing  in  tbe  bnsiuess  for  tbe  period. 
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The  inethod  of  making  the  various  entiäes  is  explained  ander  “Division  of  Ex- 
penses”  oii  previons  pages. 

Oll  tliis  form  also  Ihe  Faetory  Department  llonr  Costs,  excdnsive  of  General  Com- 
mercial,  vStock  Handling,  and  Selling  Expense  are  sliown.  For  tlie  pnrpose  of  making 
comiiarisons  of  efticiency  in  tlie  faetory  it  is  reeommended  tliat  tliese  comparisons  be 
made.  The  analysis  of  the  faetory  eosts  shonld  be  inade  only  on  those  itenis  whieh  are 
ander  the  direet  control  of  the  faetory  management. 

It  will  be  fonnd  that  the  resnlts  from  the  snmmary  will  vary  from  month  to  month ; 
it  is  important  that  this  Variation  shonld  be  known  as  well  as  the  reason  therefor. 

IM'Ovision  for  obtaining  the  average  honr  cost  for  eaeh  preeeding  twelve  months  is 
inelnded  in  this  snmmary.  xVdd  together,  for  eaeh  department,  all  the  departmental 
eosts  for  the  preeeding  twelve  months,  and  divide  this  snm  by  the  total  prodnctive 
honrs  of  the  same  department  for  the  same  period. 

Yearly  Record  of  Costs  and  Production — Form  No.  18 

This  aeeessory  yearly  reeord  shows  by  months  per  ehargeable  honr,  the  Wage  Cost, 
Faetory  (k)st,  Commereial  Cost,  Total  Cost,  and  tlie  Average  Honr  Cost  for  the  pre- 
eeding twelve  months.  There  is  also  shown  the  monthly  pereentage  of  prodnetive  honrs 
together  with  statisties  of  iirodnction  of  the  total  output  with  the  average  prodnet  per 
rnnning  honr  and  the  cost  per  one  thousand  nnits. 

This  is  a most  valnable  sheet,  and  the  information  contained  thereon  becomes  a 
barometer  by  Avhieh  the  efticiency  of  the  department  management  can  be  gauged. 


Pcrpctual  Stock  Invcntory  Record — Form  No.  19 

This  is  a valnable  form  for  reeording  stock  imrehased,  reeeived,  nsed,  and  on 
band.  A separate  sheet  shonld  be  kept  for  eaeh  kind  of  stock. 


How  the  System  Operates 

Fach  Avorkman  tnrns  in  a daily  time  re^iort  (Fornis  3 to  13  inclusive)  showing  the 
Orders  on  Avhieh  he  has  worked,  and  the  kind  of  work  performed.  These  daily  reports 
shonld  be  scrutinized  by  the  foreman  betöre  passing  thein  to  the  Cost  department. 
These  time-tiekets  are  eheeked  np  with  the  em})loyee’s  reeord.  The  total  time,  charge- 
able  and  non-ehargeable,  is  entered  eaeh  day  on  tlie  monthly  Report  of  Hand  Depart- 
ments (Form  16),  and  eaeh  day  likeAvise  is  entered  a reeord  of  eaeh  machine  on  the 
Monthly  Reeord  of  Machine  Departments  (Form  17). 

The  Cost  Clerk  posts  all  charges  to  eaeh  Individual  Order  Snmmary  (Form  2). 
The  time  taken  on  eaeh  ojieration  is  shown  by  the  employee’s  daily  time  tickets  (Forms 
3 to  13  inclusive).  When  the  Order  is  completed,  the  nnmber  of  honrs  expended  in 
eaeh  department  is  totaled  and  the  extension  is  made  at  the  nsed  cost  per  honr  as  de- 
termined  by  the  average  cost  per  honr  for  the  preeeding  twelve  months  taken  from 
the  Snmmary  of  Department  Costs  for  tlie  month  (Form  9-H).  This  will  give  the  total 
labor  and  overhead  cost.  The  materials  nsed  are  entered  against  eaeh  Order  plus  their 
cost  of  handling  Avhich  with  the  total  labor  and  overhead  Avill  give  the  “Cost  Com- 
})leted  Work.”  To  the  latter  is  added  the  Selling  Expense,  whieh  gives  the  total  cost 
of  the  Order.-  To  this  total  cost  shonld  be  added  tlie  proper  proportion  of  profit. 
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Under  any  plan  of  accnrate  cost  finding,  tlie  first  essential  feature  is  tliat  all 
^ material  and  snpplies  sliall  be  strictly  accouiited  for.  A Stores  or  Stock  Department 
shoiild  be  kei)t,  and  issnance  of  material  slionld  be  made  by  reqnisition  only  and  a per- 
petnal  record  of  the  inventory  of  the  materials  on  band  carefully  kept  (Form  19). 
After  a reqnisition  for  materials  on  Orders  bas  been  made,  the  materials  and  amonnt 
slioidd  be  cliarged  against  the  particnlar  Order  for  wliicli  the  stock  was  issned. 

The  nse  of  efficient  inechanical  time  recording  devices  is  recommended.  Tbey 
insnre  a more  accnrate  record,  and  errors,  eitlier  tbrongh  the  workman’s  inafiility  or 
indilference,  are  avoided. 

Nothing  has  been  said  concerning  the  financial  records  of  tlie  nsers  of  the  Standard 
Cost  Finding  System  forms  herein  described,  as  it  has  been  assnmed  Ahat  snitable 
bookkeeping  records  are  kept.  The  correct  recording  of  e.xpense  items  is  positively 
necessary  to  the  Operation  of  the  Cost  Finding  System. 

Tlie  adoption  of  the  Standard  Acconnting  System,  with  which  tlie  Standard  Cost 
Finding  System  is  interlocked,  is  nrged,  as  it  proves  the  costs  and  inakes  the  System 
absolntely  reliable. 


Units  of  Operation 

A very  complete  list  of  operations  has  been  compiled,  thongh  it  is  not  expected  that 
all  will  be  nsed  by  any  one  plant.  As  many  as  desirable  niay  be  nsed,  depending  npon 
the  Information  desired. 

The  following  list  of  operations  in  the  printing  trade  is  arranged  for  the  conven- 
ience  of  those  using  a cost  System  so  that  they  can  all  nse  the  same  nnmber  for  tlie  same 
Operation  and  so  that  the  nnmber  will  at  once  identify  the  Operation. 

All  chargeable  operations  are  in  odd  nnmbers  and  non-chargeable  operations  in 
even  nnmbers. 

Nos.  1 to  57  indicate  Composition  Room  Hand  Work. 

Nos.  GO  to  74  indicate  Machine  Composition  (Sing  Casting  Machine). 

Nos.  90  to  103  indicate  Monotype  Keyboard. 

Nos.  115  to  129  indicate  Monotype  Caster. 

'Nos.  145  to  182  indicate  Press  Department. 

Nos.  200  to  208  indicate  Cntting  Department. 

Nos.  225  to  234  indicate  Folding  Machine. 

Nos.  250  to  257  indicate  Knling  Machine. 

Nos.  275  to  447  indicate  Bindery  Department. 

Composition — Hand  Work 
KIND  OF  WORK  (INDICATE  BY  NUMBER) 

Chargeable  Time 

1 Hand  composition 
3 Hand  ad.  composition 
5 Office  corrections — hand  compo.sition 
7 Office  corrections — machine  composition 
9 Customer’s  alterations 
11  Make-up 
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13  Press  lock-up 
15  Foundry  lock-up 
17  Registering  forms 

19  Making  cliauges  or  corrections  on  press 
21  Special  proofs  for  customer 
23  Dividing  for  colors 

25  Insertiiig  linotype  custoiiier’s  alterat ions 

27  Collatiiig  or  assenibliiig  linotype  matter 

29  Follating  or  assembliiig  monotype  matter 

31  fbittiiig  linotype  slugs 

33  (’ntting  si)ecial  matei  ial  for  specific  Jobs 

35  Arraiiging  in  alpliabetical  order 

37  Pre])aring  index 

33)  Arraiiging  copy  and  cuts 

41  jMonnting  cnts 

43  Trimmiiig  and  sqnariiig  cnts 

45  Caring  for  live  matter 

47  Packiiig  and  boxiiig  cnstomer''s  cnts 

44)  Cliecking  ads 

51  Saw  trimmer 

53  

55  

57  


Non-Chargeable  Time 

2 Distribution 
4 Relocking  forms 

(>  Cbanging  bad  letters  or  cliaracters  on  ])ress 
8 Cbanging  bad  letters 
10  Proving  galleys 
12  Ilnnting  for  sorts 

14  Ilnnting  for  lost  pages,  electros,  and  cnts 
It)  Cntting  material  for  general  eqnipment 
18  Laving  cases 

20  

o*> 


Machine  Composition — Slug  Casting  Machine 
KIND  OP  WORK  (INDICATR  BY  NUMBER ) 
Chargeable  Time 

01  Sing  Casting — cbanging  over 

03  Sing  Casting — conqiosition 

05  Sing  Casting — oftice  corrections 

07  Sing  Casting — cnstomer’s  alterations 

09  Sing  Casting — borders  and  otlier  material 

71  

73  


60 

62 

64 

66 

68 

70 

JO 

74 

91 

93 

95 

97 

99 

101 

103 

90 

92 

94 

96 

98 

100 

102 

115 

117 

119 

121 

123 

125 

127 

129 

116 

118 

120 

122 

124 

126 

128 
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Non-Chargeable  Time 
Slug  castiug — waiting  for  copy 
Slug  Casting — cariug  for  machiue 
Slug  Casting — cleaning  space  bauds 
Slug  castiug — repairs 
Slug  castiug — delays  througli  accideut 
Slug  castiug — idle 


Monotype  Keyboard 
KIND  OP  WORK  (INDICATB  BY  NUMBER) 
Chargeable  Time 

Monotype  keyboard — cbaugiiig  over 
Monotype  keyboard — composition 
Monotype  keyboard — Office  correctious 
Monotype  keyboard — custoiner’s  alteratious. 

Monotype  keyboard — sort  ribbous 


Non-Chargeable  Time 

Monotype  keyboard — waiting  for  copy 
Monotype  keyboard — caring  for  keyboard 
Monotype  keyboard— repairs 
Monotype  keyboard— delays  tlirough  accident 
Monotyjie  keyboard — idle 


Monotype  Gaster 

KIND  OP  WORK  (INDICATE  BY  NUMBER) 
Chargeable  Time 

Monotype  caster — changing  over 
Monotype  caster — composition 
Monotyjie  caster — Office  correctious 
Monotype  caster — custonier’s  alteratious 
Monotype  caster — casting  sorts 
^fonotype  caster — casting  materials 


Non-Chargeable  Time 

Monotype  caster — waiting  for  copy 
Monotype  caster — caring  for  macliine 
Monotype  caster — delays  tlirough  accident 
IVIonotype  caster — repairs 
Monotype  caster — macliine  idle 
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Press  Room 

KIND  OF  WÜUK  (INDICATE  BY  NUMBER ) 
Chargeable  Time 

145  Wasli-up  accoimt  custoiuei* 

147  Registering 

141)  Make-ready 

151  liimuiDg 

153  Press  changes 

155  Pulling  press  proofs 

157  Changes  and  corrections  in  forms 

151)  Waiting  for  ink  to  dry  on  short  run  work  and  turn 

IGl  Chargeable  standing  time 

1()3  Bronzing 

105  Holding  press — enstomer’s  Order 

107  llülding  press — account  enstonier’s  proof 

109  Holding  press — eustomer’s  fault 

171  Mixiug  ink  for  specific  Job 

173  Changing  rollers 

175  ^ 

177  

171)  


Non-Chargeable  Time 

140  ( Jeneral  wasli-up 
148  Oiling 

150  Waiting  for  O.  K. 

152  Waiting  for  form 

154  Waiting  for  stock 

150  Waiting  for  feeder 

158  Waiting  for  ink 

1(50  Changing  bad  letters 

102  Standing  time — faulty  composition 

104  Standing  time — faulty  imposition 

100  Standing  time — laying  })lates  wrong 

108  Standing  time — rollers  run  down 

170  Accidental  delays 

172  Re])airing  mechanical  feeder 

174  Repairing  motor 

170  Repairs — general 

178  IMachine  idle 

ISO  

182  


Cutting  Machine 

KIND  OP  WORK  (INDICATE  BY  NUMBER) 
Cbargeable  Time 

201  Cutting 
203  Trimming 

205  

207  
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Non-Chargeable  Time 

200  Clianging  knives 
202  Repairs 
204  Idle 

206  

208  


Folding  Machine 

KIND  OF  WORK  (iNDICATE  BY  NUMBER) 
Chargeable  Time 

225  Setting  machine 
227  Rimning 

229  

231  


Non-Cbargeable  Time 

226  Fixing  tapes 
228  Repairs 
230  Machine  idle 

232  

234  


RuHng  Machine 

KIND  OF  WORK  ( INDICATE  BY  NUMBER) 
Cbargeable  Time 

251  Make-ready — setting  pens  \ 

253  Rnnning 

255  

257  


Non-Cbargeable  Time 

250  Repairs 
252  Machine  idle 

254  

256  


Bindery 

KIND  OF  WORK  (iNDICATE  BY  NUMBER) 
“B”— Men’s  Hand  Work 
Cbargeable  Time 

275  Backing 

277  Benching 

279  Beveling 

281  Canvas  cover  making 

283  Casing-in 

285  Check  binding 
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287  Covering 

289  Cutting  board 

291  Cutting  cloth — leather 

2i):t  Draw  ing  oH  and  fanning  strings 

295  Edging  or  inarbling 

297  Einbossing — liand 

299  Finishing 

201  Foi'Avarding 

.‘>03  Lining  np  and  liead  banding 

.‘3)5  Making  cases 

.‘^07  Paring  leather 

309  Patent  back 

.‘111  Keinforcing 

313  Konnding  books 

315  Konnding  cases 

317  Sawing 

319  Sniasbing 

321  >S(ani])ing — band 

323  

325  

327  


Non-Chargeable  Time 

276  Idle 

278  

280  


“C” — Girls’  Small  Machines 
Chargeable  Time 

351  >Setting  inachines 

353  Eyeletting 

355  Index! ng 

357  Knmbering  or  paging 

359  Perforating 

361  Puncbing 

363  Round  cornering 

365  Sewing — macliine 

367  Stitcliing 

3(19  

371  

373  


350  Repairs 
352  Idle 

3.54  

356  


Non-Chargeable  Time 


375 

377 

379 

381 

383 

385 

387 

389 

391 

393 

395 

397 

399 

401 

403 

405 

407 

409 

411 

413 

415 

417 

419 

421 

423 

425 

427 

429 

431 

433 

435 

437 

439 

441 

443 

445 

447 

370 

378 

380 
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“D”— Girls’  Hand  Work 
Chargeable  Time 

Addressiiig 

Caring  for  Jobs  in  prooess 

Check  billding 

Collatiug 

Coiinting 

Covering 

Dustiug  bronze 

Enclosiug  in  envelopes 

Extra  lielper  on  folder 

Extra  helper  on  riiling 

Extra  helper  on  stitcher 

Folding — haiid 

Gathering 

Giimniiiig 

Indexing — liaiid 

Inserting 

Interleaving 

Jogging 

Laying  on  gold 

Mailing  (sacking  and  ronting) 

X iimbering — hand 

Padding 

Pasting 

Sewing — hand 

Silk  or  thread  stitching 

Slip  sheeting  and  renioving  slip  sheets 

Stringing 

Stripping 

Taking  apart 

Tipping 

Tissiiing 

Tying 

Wrapping— banding 


Idle 


Non-Chargeable  Time 
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